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[Exemption No.82-5129]
March 1, 2005

Sekisui House, Ltd.

President & Representative Director
Isami Wada

Notice of Resolution of the Meeting of the Board of Directors
in regard to the 54™ Ordinary General Meeting of Shareholders

We are pleased to inform you that the following was resolved at the meeting of the Board of
Directors held today in regard to Convocation of the 54th Ordinary General Meeting of
Shareholders.

We will forward the notice of convocation of the said General Meeting to the shareholders in
early April, 2005. And so please be informed as follows.

1. Record Date: January 31, 2005

2. Date and Time of the Meeting: 10:00 a.m., Wednesday, April 27, 2005
3. Place of the Meeting: Umeda Stella Hall

3F, Tower West, Umeda Sky Building
1-30, Oyodonaka 1-chome, Kita-ku, Osaka
4, Agenda:
Items for reporting:
1.  Reports on the Business Report, Consolidated Balance Sheet and Statement of

Income, and Non-consolidated Balance Sheet and Statement of Income for the
54th fiscal year ended January 31, 2005(February 1, 2004 - January 31, 2005)

2. Report on the results of an audit conducted by the accounting auditor and the
board of corporate auditors with respect to the consolidated financial statements
for the 54th fiscal year ended January 31, 2005

Propositions to be tabled:
No.1  Proposal for appropriation of retained earnings for the fiscal year ended January
31, 2005
(Contents -Summary) Dividend: 9 yen per share (in cash)
No.2  Proposal for changes to the Articles of Incorporation
(Contents -Summary) About the Method of Public Notice
No.3  Proposal for election of a Corporate Auditor
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Sekisui House, Ltd.

SUMMARY OF FINANCIAL STATEMENTS

February 1, 2004 January 31, 2005

Note : This document contains forward-ooking statements based on a number of assumptions and beliefs
in light of the information currently available to management and is subject to significant risks and
uncertainties. Actual financial resufts may differ materially depending on a number of factors including,
adverse economic conditions, adverse legislative and regulatory developments, delay in new product
launches, and pricing and product initiatives of competitors
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SUMMARY OF FINANCIAL STATEMENTS (Consolidated)
February 1,2004 January 31,2005

Sekisui House, Lid. . March 1, 2005
Stock Code: 1928 Head office; Osaka, Japan Listed exchanges: Tokyo, Osaka, Nagoya (First Section)
hitp:/Awww.sekisuihouse.co.ip Telephone; +816 64403111
President & Representative Director: Isami Wada Inquiries: PR Department
Date of the meeting of the board of directors:  March 1, 2005 Associate Officer;  Hidehiro Yamaguchi
U.S. GAAP Accounting Principles: Not adopted
1. Business Results *Please note that numbers less than a million yen are rounded down,
1) Consolidated Business Results Millions of yen
Feb. 1, 2004 Jan.31, 2005 Feb. 1,2003 Jan. 31,2004
l Change % ] Change %

Net sales 3.5 1,326,039 20
Operating income (4.6) 80,333 10.4
Recurring income (2.2) 79,062 143
Net income _ (37.3) 37,761 93
Net income per share (yen) 53.30
Fully diluted net income per share (yen) 51,39
Return on equity (%) 5.7%
Return on assets (%) 6.5%
Recurring income margin (%) 6.0%

(1) Gain (loss) from investments in subsidiaries and affiliates accounted for by the equity

Year ended January 31, 2005 (107) milion yen Year ended January 31, 2004 (53) million yen
(2) Average number of outstanding shares (consolidated) during the period: :
Year ended January 31, 2005 686,079,543 shares Year ended January 31, 2004 700,908,935 shares
{3) Changes to accounting principles: Yes :

{4) Percentages for net sales, operating income, recurring income, and net income represent year-en-year changes.

2) Consolidated Financial Position Millions of yen
Jan. 31, 2 Feb. 1, 2003 Jan.31, 2004

Total assets 1 SR 1,181,012
Shareholders equity ~ 667,964
Equity ratio (%) 56.6%
Shareholders equity per share (yen) 0: . 959.96

(1) Outstanding shares (consolidated) at the end of January 31, 2005 680,010,723 shares

(2) Outstanding shares (consolidated) at the end of January 31, 2004 695,408,643 shares
3) Consolidated Cash Flows Millions of yen

Feb.1,2004 Jan. 31, 2005 Feb.1,2003 Jan. 31, 2004
Net cash provided by operating activities ' 98,460
Net cash used in investing activities 51,721
Net cash used in financing activities (115,395)
Cash and cash equivalents at end of period 222,275
4) Consolidated subsidiaries and affiliates accounted for by the equity method
Number of consolidated subsidiaries 93
Number of non-consolidated subsidiaries accounted for by the equity method -—
Number of affiliates accounted for by the equity method 4
5) Changes in the scope of consolidation and companies accounted for by the equity method
Consolidated subsidiaries . (Newly included) 1 (Excluded) 5
Companies accounted for by the equity method (Newly included) 1 (Excluded) -
2. Consolidated Results Forecast for the Year Ending January 31, 2006
Millions of yen
Net Sales Recurring income Net income Net income per share (yen)

Interim 725,000 37,000 18,000 -
Full year 1,490,000 80,000 41,500 58.70



Appendix 1: Results Summary
Full year resulis summary for the year ended January 31, 2005

xemption IN0.0Z0lay,

Millons of yen

conoigaes | o= o P ol T s
Net sales 1,326,039 1,370,000 1,490,000 108.6
Gross profit 270,050 274,000 294,000 107.4
SG&A expenses 189,716 196,000 214,000 108.6
Operating income 80,333 78,000 80,000 104.4
Recurring income 79,062 78,000 80,000 103.5
Extraordinary ncome {loss) {4,089) (20,372) (1,200) -
Net income 37,761 26,000 41,500 1754
Total orders * * 1,516,000 113.0
IAccumulated orders 604,830 - 599,956 104.5

Non-consolidated Results for year | Previous forecast for Forecast for year to YOY

to Jan. 2004 year to Jan. 2005 Jan. 2006 Change (%)
Net sales 1,055,027 1,090,000 1,140,000 105.0
Gross profit 225,737 223,000 234,000 1035
ISG&A expenses 159,869 165,000 172,000 104.1
Operating income 65,868 64,000 62,000 101.8
Recurring income 65,554 65,000 63,000 100.9
Extraordinary income (loss) (3,563) (14,342) {1,200) -
Net income 33,580 23,500 33,500 171.9
Total orders 1,012,166 1,100,000 1,160,000 110.5
\WWocumulated orders 607,686 617,686 585,070 102.4

Company does not show any consolidated orders for the previous fiscal year.

Key management indicators

* Orders were previously recorded only on a non-consolidated basis, but are now alsc recorded on a consolidated basis. Accordingly, the

Consolidated Year to Year to Year to Year to
: Jan. 2001 Jan. 2002 Jan. 2003 Jan. 2004

Net income per share (yen) 35.03 (125.11) 48.71 53.30
Shareholders equity per share {yen) 1,027.71 883.16 911.01 959.96
Operating profit margin (%) 7.04% 5.72% 5.59% 6.06%
ROE (%) 3.44% (13.21)% 5.43% 5.75%
ROA (%) *1 6.90% 5.65% 5.90% 6.79%
R & D expenditures (millions yen) 7,743 7,553 5523 5,259
Investment in plant and equipment (Consolidated) 13,968 16,003 19,302 16,695
investment in plant and equipment (Non-consolidated) 8,430 10,545 14,296 9,374
Depreciation expense (Consolidated) (milions yen) 13,693 13,085 11,882 11,298
Depreciation expense (Non-¢onsolidated) (milions yen) 11,675 11,186 9,951 9,362
Housing construction share*2 5.0% 5.2% 5.0% 5.0%
Referred order rate*3 58.3% 62.2% 63.4% 53.8%
\Average house price (1,000 yen) 30,620 30,724 29,605 29,697
Sekiwa Real Estate participation rate *4 59.9% 69.5% 72.8% 75.4%
Occupancy rate of leasing units 96.2% 95.7% 95.6% 95.0%
Display home locations (end of period) 632 653 602 561

*1 ROA: Return on Assets = (Operaling profit + interest received) / Total assels

*2 Sekisui House housig starls / tolal nationwide housing starts (calendar year)

*3 Referred orders / total orders

*4 Percentage of Sha Makon {rental housing) projects in which leasing and administration is contracted to Sekiwa Real Estate group companies
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Appendix 24: Segment Breakdown
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Milions of yen % Milions of yen % Milions of yen %
675,571 50.4 708,539 516 254 1.6 412,502 719
260,718 194 273,455 19.9 158 45 80,015 139
269,326 20.1 269,326 19.7 94 30 — -
135,755 10.1 120,923 8.8 21.4 29 81,439 142
1,341,370 100.0 1,372,243 100.0 199 56 573,957 | 1000
Results for year ended Orders Sales Accumulated orders
Jan.2004 . - -
Milions of yen % | Mifions of yen o | Grossproil | Opeming Milions of yen %
ratio margin
Built to Order Housing * — 743,219 56.0 26.0 123 445,470 737
Real Estate for Sales * — 202,531 15.3 14.0 3.1 92,752 183
Real Estate for Leasing * - 248964 | 188 | 100 35 - -
Other Business * - 131,323 9.9 194 20 66,607 1.0
Consolidated * - 1,326,038 100.0 204 6.1 604,830 100.0
* The Company does not show any consolidated orders for the previous fiscal year.
Forecast for year ending Orders Sales Accumulated orders
Jan.2006 -

) Milions of yen % Milions of yen % Gro;igroﬁt O;ZZ;’: ° Milions of yen %
Buik to Order Housing 746,000 492 738,000 49.5 24.8 10.6 420,502 701
Real Estate for Sales 336,000 22 326,000 21.9 17.0 53 90,015 15.0
Real Estate for Leasing 294,000 194 294,000 19.7 10.5 42 — —

- Other Business 140,000 9.2 132,000 8.9 214 35 89,439 14.9
Consolidated 1,516,000 100.0 1,450,000 100.0 19.7 54 599,856 100.0
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Appendix 2-2; Segment Breakdown
Non-consolidated

Orders Sales Accumulated orders
. g GPR | OM T
%  Buidings %  Buidings Unis %  Unils
Bullt to Order Housing 64.1 21,240 64.9 22,412 48,287 241 109 724 12,508
Steel frame 12,726 13,106 13,546 - - 6,427
Wood frame 2,540 2,458 2,496 - - 1,448
Low rise apartments 5974 6,848 32,245 - - 4,633
Real Estate for Sales 235 4,334 240 4,229 5,951 16.0 4.4 13.1 1,298
Stee! frame 3,798 3,687 3,857 - - 1,117
Wood frame 535 513 515 - - 181
Condominiuns - 29 1,579 - - -
Land — v - - - -
Real Estate for Leasing 0.9 - 0.9 — - 11 0.3) | - —
Other Business 15 175 102 105 17510 131 04 | 15 313
RC contracts 175 105 1,751 - - 313
Exteriors - - - - - o~
Remodeling — — - - - -
Total 100.0 100.0 26,746 55,989 208 58 | 1000 14,119
Results for year Orders Sales ara | om Accumulated orders
ended Jan, 2004 Value %  Buidings Value % Buildings Units Value % Unts
Bullt to Order Housing 691,161 68.3 22,026 741,056 702 23,932 51,944 249 18| 445829 734 13,680
Steel rame 368,678 12,674 392,990 13,435 13,905 - -| 206,265 6,807
Wood frame 74,159 2,357 81,429 2,605 2,630 - - 43,470 1,366
Low rise apartnents 248,323 6,995 266,635 . : 7,892 35,409 - ~| 196,082 5,507
Real Estate for Sales 199,242 197 2,907 184,741 175 2,835 4,202 144 3.0 88,544 146 1,164
Steel frame 71,616 2,540 69,506 2,476 2,671 - - 26,603 1,008
Wood frame 11,263 367 10,373 339 339 - - 4,396 159
Condominiums 33,827 - 28,398 20 1,192 - - 25,218 -
Land | 82,535 - 76,462 - - - -| 32,327 -
Real Estate for Leasing 9,351 0.9 - 9,351 0.9 - - @a| 69 - - -
Other Buslness 112,411 1.1 85 119,878 1.4 101, 1,937 12.7 0.6 73,312 120 | 243
RC contracts 32,482 -85 36,502 101 1,837 - - 42,928 243
Exteriors 39,192 - 42,704 - - - -] 24,388 ' -
Remodeling 40,737 - 40,671 - - - - 6,018 -
Total 1,012,166  100.0 25,018 1,055,027 100.0 26,868 58,083 214 62 | 607,686 100.0 15,087
Forecast for year Orders Sales GPR oM Accumulated orders
ending Jan. 2006 Value %  Buildings Value % Buildings Units Value %  Unis
Bullt to Order Housing 741,000 539 23,500 734,000 644 23,900 50,100 | 234 100 | 420,681 719 12,908
Steel frame 403,000 13,800 400,000 13,500 14,000 - — | 201,062 6,727
Woodframe  * 86,000 2,700 84,000 2,600 2,600 - - 48,503 1,548
Low rise apariments 252,000 7,000 250,000 7,000 33,500 - —|. 171,115 4,633
Real Estate for Sales 319,000 275 5,180 311,000 273 4,985 6,750 175 56 82,862 142 1,528
Steel frame 122,000 4,600 120,000 4,400 4,600 - - 31,838 1,317
Wood frame 17,000 580 16,000 550 550 - - 6,085 21
Condominiums 48,000 . - 45,000 35 1,600 - — 19,858 -
Land 132,000 — 130,000 — — - — 25,101 -
Real Estate for Leasing 10,000 09 - 10,000 09 - —| 20] o2 - - ]
Other Business ©0,000 7.7 160 85,000 7.4 150 1,500 9.0 0.1 81,527 138 323
RC contracts 33,000 160 30,000 150 1,500 - — 50,548 323
Exteriors 47,000 — 45,000 — — - — 30,533 -
Other 10,000 — 10,000 - — - - 448 _
Total 1,160,000 100.0 28,840 1,140,000 100.0 28,235 58,350 205 54 | 585,070 100.0 1'4,759
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Appendix 3: Summary of Subsidiaries and Affiliates (FY2004)

{Upper) This term
{Lower)} Previous term

Milions of yen
Sales : GPM SGEA Qperazhg ﬁecurr'ng Em.raordnary Extracrdinary Net income | Total assets Shareh?lders *1 Interest-
. . ncome income income loss equity bearing debt
Sekisu Housel- VOBB179 | 226,157 | 165,267 | 60889 | 62,439 | 42373 )| 63,113 | 19,492 988821) 625390 | 30,000 |
1,055,027 | 225737 | 159,869 65,868 65,554 491 ‘4,054 33,580 | 1,030,003| 630,786 60,003
SedwaPed | 98,307 13199 | 8944 | 4255| 4208 1,086, 3031 1085 | 39992| 13628 -
(Consoidzted) 89,659 12,338 8,272 4,065 4,104 - 0 2,261 38,322 12,946 -
SewaRed | 17776 1820 1306  523| 535 ) 242) O ! 452 | 8753 | 1879 ]
Tohoku 15,616 1,817 1,285 532 541 - 0 299 8,237 1,498
eowalled | 73882 7333 | 5202|2131 2126 | 597 3129 (259) 30172 856 -
{Consoidated) 70,715 6,344 4,793 1,550 1,555 - 10 833 33,290 8977 -
SokiweRed |....51367 ) 7029 | 5155 | 1873 1926 | 984, 2277 284 | 34068 | 20502| -
{Consoldated) 51,874 6,789 5,144 1,644 1,686 9 26 889 35,946 20,576 -
SapeRed 1...15344 | 2811 2016 894| .. 894, 298 | m7| 59| 9820 3103; -]
Chugolw 14,077 2,834 1,991 843 847 — 2 478 8,894 2,649 -~
SevaRed | 16353 0789 1474 15| 28| 87, 5,251 5192 4T o
Kyusyu 14,705 1,853 1,364 489 473 — 10 255 4,824 1,266 -
Selven= |...272832 | 34004 | 24099 | 9994 | 10079 | 3507 8561 | 2404 | 127,699 | 49007 -
Subtolz! 256,648 31877 22,851 9,125 9,209 9 51 5015 | 129516 47,913
Consmsions | 219059 | 13290 | 7,623 | 5666 5918  986| 48| 3943| 56242| 25474| |
wm?f.%%s 209,764 11,619 7,185 4,434 4,802 43 57 2,737 51,617 22,483 -
Kobe Rokko | ... 834 .. 290 ... 80| .80 GO T 3847 |  (3398) 4024 (20317)) -2 9426
Isiand 1,139 88 102 (14) (25) — - {25) 8,134 |- (16919) 9,672
Nennomya | 560 ... L3 I FUUNLL FUUUN. ) IO vt Rt NSRS 0T sy
+ MairaCiy |77 ge, 29 3 25 26 - - 25 1254 | (13529)
. SGM 2531) 3@ A8 LBy 461..2314 | 1817
Operaon  |”*"""" '2:56'9“ 375 238 f 136 124 38 0 B89 2,269 1,'2'71 ' :
ooy 7880 1863 | 4Ty 892 39 ) B85 2009 589 ]
Operaton 7,802 1,737 1498 | . 238 237 — 18 129 2,560 415
Seiha  |-.... 198 oal 86 AT B T T 8.1 | ST
1,214 100 82 17 16 — 1 7 1,176 569 |
sone | 1,795 15821 1082 470 .. 488 .12 80 ;2 T3sr ) eror )
Companies 9,859 1438 957 481 445 27 485 (1) 6,724 2327

1,602,869 | 277,431 | 199,949 77482 | 79,331 | 46,944 75,150 | 22,984 | 1,191,205 "'671,317_ 39,426

O |V awmrso| 2rar0s | temren | Bosta | 808%t | 606 |  amer|  aveeo| 1osasse| 675817 | o6

Bminaors | (230,6268)  (3,707)|  (2,864) 843)| =2 (2015  (337)| (3432 674 | (50973 (4,842)
el N Y B N T o) T e
-~ Consaidateg | 2o72243 | 273,723 | 197085 | 76638 | 77,316 46606 | 71,718 | 23659 | 1140231 666,475 39426 |
1,326,039 270,050 188,716 80,333 79,062 494 4,584 37,761 1,181,012 667964 69,675
- Corsoliated’ | 126 .. 1210 . 149 12| 124 110, 114 121] 15 07 13

consclidated 1.26 1.20 1.19 1.22 1.21 1.0 1.13 1.12 1.15 1.06 1.16

*1 The amourt of debt within the Group are excluded from that of interest-bearing debt.
*2  Loans from ainvestment company for funds to purchase lands.
*3 - 107 million yen, loss from investments in affiliates for by the equity method, is included.



APPENDIX 4: BREAKDOWN OF SALES BY TYPE OF BUILDING
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Feb.1,2003 Jan.31,2004

Difference (%)

58,083
26,854
4,665,320

961,445

19,545

Buldings . . 18,855 48
Squaremeters. " 2,809 - 27074Te a8’
Value (millions of yar) - i 821,275 597,006 4.1
Detached Houses Steel Frame ,
Units 17,403 16,576 5.0
Buildings 16,793 15,911 55
Square meters 2,374,144 2,271,850 4.5
Value {millions of yen) 528,098 505,202 45
Detached Houses Wood Frame
Units 3,011 2,969 1.4
Buildings 2,971 2944 0.9
Square meters 435,574 435,525 0.0
93,176

1.5

Value (miliions of yen)

Buildings
Square meters -
Value (millions of yen):

91,803

Muitiple Dwelling Apartments

Units 32,245 35,408 (8.9)
Buildings 6,848 7,892 (13.2)
Square meters 1,528,640 1,699,298 (10.0)
Value (millions of yen) 243,205 266,635 (8.8
Multiple Dwelling Condominiums
Units 3,330 3,129 6.4
Buildings 109 107 1.9
Square meters 249,204 258,545 (3.6)
Value (millions of yen) 64,720 57,132 13.4
Remodeling
Value {millions of yen) 39,507 40,671 29

:.:'_deﬁ:iHousing
. Buildings _
5 _Sduaremeters -
_ Value (millions of yg
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An Outline of The Sekisui House Group

The Sekisui House, Ltd. group consists of 93 subsidiaries, 4 affiliates and 1 related company. Sekisui House group companies are involved in
the contract design, construction, and letting of prefabricated houses. They also buy and sell, act as agents for, lease and manage real estate.
The position of each company within the group is illustrated below. The following four sections dassify each business division as they are
classified inthe Segment Information section. Detalls about these changes arelisted in the Segment Information section.

(1) Built to Order Housing
This division constructs steel, wooden, and concrete houses and condominiums. The main affiiated companies of this division are Sekiha, Lid,,
Sekiwa Construction Saitama, Ltd., Sekiwa Construction Yokohama, Ltd., and Sekiwa Construction Osaka, Lid.

. (2) Real Estate for Sales »
This division selling houses and real estate and designing and constructing housing on estate land.
The main affiiated companies of this division are Sekiwa Real Estate, Ltd., Sekiwa Real Estate Kansai, Ltd., Sekiwa Real Estate Chubu, Ltd.,,
Sekiwa Real Estate Chugoku, Ltd., Sekiwa Real Estate Tohoku, Ltd., and Sekiwa Real Estate Kyushuy, Ltd.

(3) Real Estate for Leasing

This division leases and manages detached houses, apartments, condominiums, commercial buildings, shops etc.

The main affiliated companies of this division are Sekiwa Real Estate, Ltd., Sekiwa Real Estate Kansai, Lid., Sekiwa Real Estate Chubu, Ltd,,
Sekiwa Real Estate Chugoky, Ltd., Sekiwa Real Estate Tohoku, Ltd., and Sekiwa Real Estate Kyushu, Ltd.

{4) Other Business .

This division is invalved in the design of condominiums and commercial buildings, the constniction and contract remodeling of houses, and the
design and construction of landscape gardens. The main affiiated companies of this division are Landtech Sekiwa, Ltd., Landtech Sekiwa
Chubu, Ltd., Greentechno Sekiwa, Ltd., and Greentechno Sekiwa Chubu, Ltd.




[Exemption No.82-5129

Major Subsidiaries and Affiliates

Name ' Capital Main business Pe;::e::zge Serving directors Transactions
. - Jil7 f
(Consolidated Subsidiary) Milors o
yen
Director 1
Kobe Rokko Isiand Co., Ltd. 1000 | RealEswteforSales | 618% |Excouives 2 |0 ocvelopment company for Rokho
’ Island City project
R Employee 1
Transfer 1
Directors 3
Nishinomiya Marina City . Co-development company for
Same as above 0% ec . s .
Development Co., Ltd. 400 am v 1000% - [Executives 2 Nishinomiya Marina City project
Employee 1
Director 1 Consignment of real estate
SGM Operation Co., Ltd. 418 Real Estate for Leasing | 100.0% |Executives 2 management and sales of housing-
: Transter 3 related equipment
. Real Estate for Leasing | o, |Directors 3 Management and brokerage of real
Sekiwa Real Estate, Ltd. 1,668 8 Sales 59.8% Transfer 11 estate
: Directors 2
Sekiwa Real Estate Tohoku, Ltd. 200 Same as above 55.1% |Executive 1 Same as above
. Transfer 6
Sekiwa Real Estate Chubu, Ltd. | 1,368 | Sameasabove a2g% [DrCtos 3 e e asabove
Transfer 9
' Directors 3
Sekiwa Real Estate Kansaj, Lid. | 5,820 | Sameasabove 7% | Same as above
’ Transfer 11
. Directors 2 '
Sekiwa Real Estate Chugoku, Ltd.[ 378 Same as above 41.8% Same as above
Transfer 8
. Directors 2
Sekiwa Real Estate Kyushu, Ltd. 263 Same as above 42.7% Same as above
' Transfer 8
Directors 2
Sekisui House Remodeling, Ltd. 100 Other Business 100.0% |Executve 1 Contract remodefing
Employee 1
SeleUI. House Umeda 100 Real Estate for Leasing | 100.0% Directors 2 Consignment of real estate
Operation Co., Ltd. Employees 2 management
Directors 2
Sekiha, Ltd. 480 Built to Order Housing 100.0% |(Executive 1 Buying and selling housing materials
Employees 2
. . Transfer 6 . . )
Greentechno Sekiwa, Lid. 100 Other Business 100.0% Exterior and gardening construction
Employee 1
Landtech Sekiwa Chubu, Ltd. 50 | Sameasabove 100,00 |Erecutve 1 Foundaton investigation and
Employees 6 surveys
Sekiwa Construction Sai : Executive 1
Ltd wa Lonsin.clion & 40 Built to Order Housing 100.0% |Employees 7 Foundation and construction work
) o Transfer 4 o
1, The main bushess of each company is recorded in Ine with the revised business categories of Sekisui House.
2. Percentage holdings in Sekiwa Real Estale Chubu, Ltd., Sekiva Real Estate Kansaij, Lid., Sekiwa Real Estate Chugoku, Ud., and Sekiwa Real Estate
Kyushu, Lid. are less than 50%, but as these businesses are essentially controlled by Sekisui House they are treated as subsidiaries.
3. Sekiwa Real Eslate, Lid., Sekiwa Real Eslate Chubu, Ud., Sekiwa Real Estate Kansai, Ltd., Sekiwa Real Estate Chugoku, Litd., and Sekiwa Real Estate
Kyushu, Ltd. issue annual Financial Statements
4. Effective February 1, 2005, the Company implemented an exchange of shares designed to make Sekiwa Real Estate, Ltd., Sekiwa Real Estale Kansai, Ud.,
Sekiwa Real Estate Chubu, Ltd,, Sekiwa Real Estate Chugoku, Lid.,, Sekiwa Real Estate Kyushu, Lid. and Sekiwa Real Estate Tohoku, Lid. wholly owned
subsidiaries of the Company. '
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Management Policy‘& Results

1. Management Policy

Basic manAagement policy ‘

Since the establishment of Sekisui House we have aimed to create homes and environments with individuality and
warmth, as a leading producer of housing in Japan. Providing first class product quality and technical skills is essential,
and we aim every day to reflect our philosophy of ‘love of humanity” by creating houses that bring satisfaction to our
customers. In the future, through rigorous quality control we aim to continue to raise customer satisfaction and to provide
full after service to our customers. Housing is characlerized by a very long product fife and we believe that steadily
pursuing these values in our business activities creates a powerful framework of trust that is the key to long-4term growth -
and an essential element of our business. Further our basic stance is that true management of a company is bome out of
three concepts: customer satisfaction, shareholder satisfaction and employee satisfaction and we must also fulfill our
obligations as a corporate citizen white considering the stability and investment required to ensure continued long term

growth while making determined efforts to expand our business.

Profit distribution policy

Since the year ended January 1988 we have continued a policy of paying a stable dividend of 18 yen per share to
shareHo!ders. We have also on occasion paid spécial and commemorative dividends, after taking into consideration the
overall condition and profitability of the company, and capital requirements for expansion. In addition we have at times
bought back and cancelled shares in the company in order to improve capital efficiency and raise long-term refurns to
shareholders.

For our future profit-sharing policy, we have decided to raise annual dividend payments by 2 yen, to 20 yen per share,
from the fiscal year ending January 31, 2006 on, at which level we wish to continue our policy of paying a stable dividend
to our shareholders. |

We will also continue to compensate our shareholders aggressively in proportion to earnings growth. In this, we will take
a cash-flow-conscious approach, while retaining the flexibility with which 1o respond swifly to such requirefnems as

frontHoaded investment in marketing operations, R&D spending and capital expenditures.

Policy on reduction of the share4rading unit

While we recognize the importance of expanding our shareholder base by making it easier for individuals to participate as
shareholders, we also recognize that Sekisui House shares maintain good liquidity. We intend to monitor factors such as
trends among individual investors and the demands of the market, and will continue to weigh the cost and benefits of a

reduction in our share4rading unit.

Business targets

In order to promote business efficiency we aim to take opportunities to strengthen our balance sheet and raise asset
efficiency in each of our businesses. As a result we are targeting improvements in Return on Assets and ROA. In terms of
numerical targets, while raising profitability we aim to reduce total assets and through also raising asset turnover we

target a Return on Assets of 10%.
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Medium term business strategy

In October 2004, we announced a new medium-erm management vision, the S+Project. Having completed a series of
initiatives directed at strengthening the financial position of the Group, including early application of accounting entries for
impairment of fixed assets by the fiscal 2004 year-end, we are now moving towards a management style that places

renewed emphasis on growth.

As we aim for group sales of 2 trillion yen with operating income of 200 billion yen by the end of January 2009, we intend
to improve the competitiveness of our products and expand our core businesses via frontdoaded investment in marketing
operations, through such measures as intensive allocation of personnel. We also plan to reorganize and augment our
group structure,' through measures that include making the six Sekiwa Real Estate companies wholly owned subsidiaries
and the corporate separation of our remodeling business. In addition, we are entering what is for us a new business area

with our MAST brand of small-scale, builtfor-sale houses featuring completely new specifications.

Corporate governance and related initiatives

1. Basic principles

Strong corporate govemance is a management priority at the Sekisui House Group. In order to enhance our credibility in
the eyes of every stakeholder, we strive to ensure fair and Swift management that maximizes corporate value and boosts
profitability.

In line with this, the afore-mentioned new medium-ernm management vision the S-Frojectis not merely a vision of sales
and profit growth. 1t is a fundamental aspect of our managément, driven by CSR (corporate social responsibility). Guided
by the S-Project, we intend to fulfill our corporate responsibilities to all stakeholders, in concert with a commitment to
improving the three inter—elated aspects of CS (Customer Satisfaction), SS (Shareholder Satisfaction) and ES

(Employee Satisfaction), in a manner that reflects our position as a leader in the housing industry.

2. Related initiatives
Sekisui House has elected to implement a corporate auditor system comprising two outside auditors and three in-house
auditors rather than a committee system. This will ensure accounting transparency and the timely, approprate oversight

of management.

In April 2002, we halved the number of directors and introduced an executive officer system, to deepen individual

accountability and speed up decision-making. Our goal is an efficient, transparent management system.

Meanwhile, we ensure timely, fair disclosure that adds to the credibility of our management.

In February 2005, we reorganized our In-house Compliance Committee as a CSR Committee, incorporating into it such
outside resources as legal professionals. At the same ﬁrﬁe, we established a CSR Office that handles the administrative

tasks for the Committee independently and exclusively. In this manner, we are both reinforcing and broadening the

oversight of corporate social responsibility.
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Shareholders meeting

Board Meeting - Board of Corporate Auditors
(13 members of In-house & Group Directors) {5 members, including 2 outside auditors)

Administration;Legal DepL)T

1

) . CSR Committee
Representative Director Board of Executive officers {including 1 memoer from outside)

{28 members)
Iy (Administration)

|| csRofice
Auditing Dept. [— /

r Each Department

Account Dept. <
1

Dept.of Administrative

of Subsidiaries ¢
1 A 4

.

Legal Dept. _ .

T
(In charge of disclosure)

Subsidiaries

Public Relations Dept.

2. Business Resulis

- During Fiscal 2004, the Japanese economy was driven primarily by strong exports, recording an all4ime high surplus in
external payments. Domestic business conditions likewise fared reasonably well on the back of the pickup in capital
expenditures in the export sector and aggressive investment in blue-chip properties in the Tokyo and other metropolitan
areas as corporate earnings recovered. As the export environment weakened towards the fiscal second half, however,
major indexes showed signs of a slowdown in economic growth, creating uncertainty over the future of the Japanese

economy.

In the housing market, first time buyers continued to underpin brisk demand as land prices and interest rates remained
low. New housing starts for calendar year 2004 grew 2.5% year-on-year, reaching 1,189 thousand units thanks primarily
to a strong performance by small detached houses for sale. Demand from owner-occupiers stayed sluggish, owing 1o the

absence of substantial im provement in rebuilding-ed demand for secondary acquisitions.
Against this backdrop, we focused on selected priority issues, including the reinforcement of corporate staying power and

marketing strength, the regrouping of our product line in response to market demand, the development of new products

to buttress the Built4o-Order Housing Business, and the bolstering of our peripheral businesses.

11
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As part of our continuing drive to provide housing that is both safe and secure, we adopted laminated glass as a standard
fixture, in addition to, heat insulating qualities. Our engineering expertise and eco-riendly initiatives won a strong
commendation from society in general with the Chairman s Award of the Fiscal 2004 Energy Conservation Grand Prize,
sponsored by the Energy Conservation Center, Japan, for our Energy-Saving, Disaster-Mitigating Housing. We were also
the first in the construction industry to be authorized by the Minister of the Environment to dispose of construction site

waste across administrative boundaries.

In October 2004, we announced a medium-erm management vision the S Project as part of our efforts to develop into a

strong corporate group capable of responding to the acute changes in the economic and business environments.

. Through the S-Project, the Sekisui House Group aims to further expand our mainstay Built4o-Order Housing and Real
Estate for Sales businesses, and to shift to a new stage in our growth by restructuring the Group to make our operations
more resiliént and efficient. As part of this initiative, we have decided to make the six Sekiwa Real Estate companies
wholly owned subsidiaries and separate our remodeling business in February 2005. The former move is designed to
maximize Group synergies, while permitting them the autonomy they require to take full advantage of their unique
positions in the regional markets they serve. The corporate separation of ‘the remodeling business, on the other hand, is
aimed at greater efficiency in marketing the remodeling business, which differs in nature from the marketing of our core

businesses, and at filling gaps in the existing portfolio of our remodeling branch.
Builtto-Order Housing Business

We have taken several measures in our core Built+o-Order Housing Business that are designed to boost our marketing
reéch, including a revamped approach to consultative sales, and have made aggressive changes to our product mix. To
sweep away the deep~+ooted misunderstanding that all prefabricated houses are built to standard specifications, we
started by focusing on removing the barriers among different product categories and increasing our design and
component choices across the board. In April, we reorganized our mainstay Centrage series and debuted a line of
steel4rame homes we call Be Free. In September,' we reorganized the higher-end Dyne series to introduce our Be
Dyne s range. These constitule our first steps in developing a basic assortment of products with a custom-built feeling

an extension of our flexible design concept -to respond to individual custormer requirements.

November saw two new launches: the latest addition to the Sha-Wood wood<rame home line, M Gravis Villa features a
new structure, the Super MJ System, to achieve wide-open spaces that will satisfy the demands of a variety of customers,

while Urban Collection is a three-story steel-frame home that will fit on the confined lots of urban areas.

For our March theme-product release, we debuted Cuby Cuby, a compact design-criented home with the ultimate in
functionality. In May we launched Seikatsu wo Asobu e, developed in collaboration with Actus Corporation, a leading

interior shop in Japan. Both of these lines have been designed fo cater to a broader range of. customers.

In the rental property area, where competition is intensifying, we integrated and reorganized our two-story Sha-Maison
rental housing line and re4aunched it in August under a new label: DIAS. Projected to become one of the pillars of our
rental housing business, DIAS uses standard malerials and is capable of satisfying a variety of site restrictions and

fulfiling the diverse needs of our tenants.
12
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Héal Estate for Sales Business

In our Real Estate for Sales Business, we have made an aggressive approach in the firstdime buyer market, which is
expanding as land prices decline. Our specific focus has been on sales of value-added, up-market condominiums with
eco-friendly features and improved security for urban dwellers. We have continued fo increase the turnover ratio in our

real estate sales.
Real Estate for Leasing Business

The Sekiwa Real Estate Group s lease property management business, which includes block leasing, has performed
comparatively well, thanks in part to streamlined operations.

Over and above this, we have pushed to boost the popularity of Sekiwa Real Estate s brand in order to secure a stable,
high occupancy rate, as part of our ongoing efforts to provide better solutions through the combined strength of the

Group.
Other businesses

As part of our promotion of long-term CS (customer satisfaction) with the comfort of the residences we provide, we are -
putting a major effort into the peripheral businesses we operate that are involved in exterior and home remmodeling. Our

goal is to create an organization known for its comprehensive high-guality housing services.

The above strategies yielded non-consolidated orders totaling 1,049,730 million yen, up 3.7% year-on-year, and
consolidated orders of 1,341,370 milion yen. However, we experienced an offset situation where our Real Estate for
Sales were obliged to make up for the failure to reach our stan-of-yeér 6rder target in the Builtto-Order Housing business,
squeezing profitability.

Consolidated net sales grew 3.5% year-on-year to 1,372,243 million yen. Consolidated operating income came in at
76,638 million yen, down 4.6% year-on-year, and consclidated recurring income, 77,316 million yen, down 2.2%
year-on-year. The sluggish profit performance is attributable to a sudden spike in materials costs during the year under
review, and the shortage of both manpower and materials when these were directed to restoration due to the damage

from the year s repeated natural disasters, which hindered us from taking orders and proceeding with construction.

Consalidated net income stood at 23,659 million yen, down 37.3% year-on-year. The decline owes 1o the decision to
accelerate the application of accounting for impainment of fixed assts in the amount of 59,469 million yen by the Fiscal
2004 vear-end, and occurred despite extraordinary gains on the return of the employee pension fund in the amount of

41,901 million yen, which was approved in September 2004.

13
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3. Financial position

Operating cash flow declined substantially year-on-year. Iis factor that affected the showing was the agéressive
'acquisiﬁon of land for sale io strengthen the Real Estate for Sales Business,

Cash flow from investiment aclivities declined significantly, due primarily to aggressive acquisition oflblue-ehip properties
in the metropolitan areas.

Cash flow from financing activities increased year-on-year. 15,41 million shares were repurchased for a sum of 17,947
million yen, but obligations to pay interest-bearing debt were smalier than in the previous year.

As aresult, cash and cash equivalents at the end of the period decreased 42,563 million yen year-on-year. Nevertheless,
the balance exceeds an ample 179.7 billion yen.

Year toJan. 2001 | YeattoJan. 2002 | YeartoJan. 2003 |Year toJan. 2004 | Year to Jan. 2005
Equity ratio (%) 508 48.0 513 56.6 585
Equity ratio based on market price (%)* 49.8 501 484 612 71.6
Debt service coverageratio  (years) 42 42 3.1 0.7 08
Interest coverage ratio (tmesy** 204 16.1 20.0 61.8 709

* Equity ratio based on market price = market capitalization / total assets
** |nterest coverage ratio = operating cash flow/ interest paid

4. Qutioock

On the understanding that the economy has stalled but the worst has passed, we intend fo push aggressive marketing
programs in order o achieve the growth strategy laid out in the medium-erm management vision the S-Froject,

Specifically, we pian to increase the number of sales people and help them sharpen their skiils in order to boost sales of
detached houses and Sha-Maison rental housing, our top prioriies. We also intend to shift more resources to our

peripheral businesses involved with exteriors.

The Real Estate for Sales Business appears poised to expand, and we will continue to promote Sekisui Housess existing
businesses, including detached houses and condominiums for sale. We will also place a renewed focus on sales of
MAST brand small homes, which are available through the Sekiwa Real Estate Group.

We intend to introduce major cost reduction programs, including structural reforms, in response to the expected rise in
materials costs, in order to improve profitability without sacrificing our competitive edge in the market.

Now that, we anticipate even closer ties with the Sekiwa Real Estate Group. They are wholly-owned subsidiaries of
Sekisui House, our strategy will be to maximize synergies not only in the real estate for leasing business but in every
aspect of our business, to yield better performance. We also intend to boost the earnings of our successor remodeling
company by streamlining management and hiring more contract workers to frim operating costs.

We forecast consolidated sales for Fiscal 2005 of net sales of 1,490 billion yen (up 8.6% year-on-year), operating income
of 80 billion (up 4.4%), recurring income of 80 biflion yen (up 3.5%), and net income of 41.5 billion yen (up 75.4%).

As we mentioned earlier, we plan to raise our annual dividend payments by 2 yen, {0 20 yen per share (interim dividend:
10 yen), for the year ending January 31, 2006.
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CONSOLIDATED BALANCE SHEETS

Millions of yen
Year to Januarty, 2004 Difference

Assets 1,181,012 (40,781) | (3.5)
Current assets 690,562 43,887 6.4

Cash and deposits 222,275

Notes and accounts receivable 80,037

Marketable securities 2,428

Inventories 288,432

Deferred income taxes 74,803

Other current assets 24,241

Less allowance for doubtful accounts (1,656)
Fixed assets 490,449 (84,668) | (17.3)
Tangible fixed assets 258,493 (74,272) | (28.7)

Buildings and structures 115,782

Machinery and vehicles 12,333

Tools and equipment 4,723

Land 124,554

Construction in progress 1,099

Intangible fixed assets 10,371 (4,367) | (42.1)

Lease rights 7,035

Software 2,397

Utility rights 55

Telephone subscription rights 859

Other intangible fixed assets 23

Investments and other assets -—'221 ,585 (6,030)] (2.7)

Investment in securities 113,218

Long-erm loans receivable 46,804

Deferred income taxes 26,604

Other investments and other assets 36,603

Less allowance for doubtful accounts (1,644
Total Assets 1,181,012 ~ (40,781)| (3.5)
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Year to January, 2004 Difference

Liabilities 491,662 (39,348) (8.0)
Current liabilities 316,760 37,662 11.9

Notes and accounts payable 145,704

Current portion of long-term debt and notes 30,001

Accrued income taxes 3,948

Advances received 75,03'7

Reserve for bonuses 18,304

Reserve for warranty on completed works 1,243

Other current liabilities 42,521
Long term Iiabilities 174,902 (77,011)] (44.0)

Notes 30,000 ‘

Long4erm debt 9,674

Accrued retirement benefits 72,055

Reserve for retirement benefits for retiring

directors, executive officers and corporate 1,585

auditors

Reserve for Japan Expo Expenses 105

Deposits and guarantees 58,266
" Consolidated adjustment account 374

Other long term liabilities 2,840
Minority interests 21,385 (56) 0.3
Shareholders equity 667,964 (1,489) | (0.2)

Paid-n capital 186,554

Capital surplus 237,523

Retained earnings 248,960

Net unrealized holding gain (los’s) on securities 7,840

Foreign currency transtation adjustment (98)

Less treasury stock, at cost (12,616) .
Liabilities, Minority Interests, and :
Shareholders eql\rity‘ 1,181,012 (40,781)| (3.5)
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Feb. 1,2003 Jan. 31,2004 Difference
Millons of yen % | Milonsofyen %
Net sales 1,326,033 100.0 46,204 35
Cost of sales 1,055,989 79.6 42,531 4.0
Gross profit 270,050 204 - 3673 14
Selling, general and administrative expenses 189,716 143 7369 39
Operating income 80,333 6.1 (3,695) (4.6)
Non-operating income 4,752 0.4 ‘702 148
Interest received 2,453
Miscellaneous income 2,298
Non-operating loss 6,023 0.5 (1,247) (207)
Interest expense 1,648 ‘
Equity in losses of affiiates 53
Miscellaneous expense ‘ 4,322
Recurring income 79,062 6.0 (1,746) (22)
Extraordinary income 494 00 | 46112 -
Gains on the return of employee pension fund —
" Proceeds from sales of investments in 494
securities
Other 3
Extraordinary loss 4,584 03 | 67,134 —
Losses on impairment of assets —
Loss on revaluation of land held for sale 2,988
Loss on revaluation of investments in securities 14
Loss on sales or disposal of property, plant and :f 1150
equipment '
Other 430
::::;:1;5 before income taxes and minority 74,972 57 | 22768) (04)
Current income taxes 6,709 0.5 15,637 2331
Deferred income taxes 28,121 21 | (23,017) (818
Minority interesis in earnings of subsidiaries 2,380 0.2 {1,286) (54.0)
Netincome 37,761 29 | (14,102) (37.3)
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Millions of yen

Feb. 1, 2003, Difference
Jan, 31, 2004
Capital surplus
1. Capital surplus at beginning of year 237,522 1
2. Increase in capital sufplus
Gain on sale of treasury stock 0 0 1
- 3. Capital Surplus at end of year 237,523 1
Retained earnings
1. Retained earnings at beginning of year 224,229 24,731
2. Increase in retained earnings
Net income ’ 37,761 37,761 (14,102)
3. Decrease in retained earnings
Cash dividends paid 12,638
S;r;\;sr:tse tz l:jcijrﬁtzcr‘[sors, ekecutive pfﬁcers'and 392 13,030 (189)
4. Retained Earnings at end of year 248,960 10,812
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CONSOLIDATED STATEMENT OF CASH FLOW

Millions of yen
Feb.1,2003 Jan. 31,2004
Cash flows from operating activities
income before income taxes and minority interests 74,972
Depreciation and amortization 11,298
Losses on impairment of assets -
Gains on the return of employee pension fund —
Provision for retirement benefit (1,321)
Interest and dividend income (2,453)
Interest expense 1,648
Equity in losses of affiliates 53
Loss on revaluation of real estate held for sale 2,988
Loss on revaluation of securities 14
Increase (decrease) in note and accounts receivables 15,143
Increase (decrease) ininventories and advance payments 1,270
Increase (decrease) in notes and accounts payable (7,261)
Increase (decrease) in advances received (8,622
Other 16,712
Subtotal 104,442
Interest and dividends received 3,276
Interest paid (1,593)
Income taxes paid (7,664)
Net cash provided by operating activities 98,460
Cash flows from Investing actlvitles
Purchases of short+emm investments (529)
Proceeds from sales of marketable securities 50,670
Purchases of property, plant and equipment (14,175)
Proceeds from sales of property, plant and equipment - 237
Purchase of investments in securities (1,201)
Proceeds from sales of investments in securities 3,781
Payment for loans receivable (3310
Settlement of loans receivable 10,428
Proceeds from maturation of group insurance policies 10,000
Other ' (4,180)
Net cash used in investing activities 51,721
Cash flows from financing activities -
Repayment of long-term debt (325)
Repayment of notes (89,999)
Cash dividend paid (12,638)
Cash dividend paid for minority interests (503)
Purchase of treasury stock (12,102)
Other . 174
Net cash used in financing activities (115,395)
Effect of exchange rate changes on cash and cash 107
equivalents
Net increase (decrease) in cash and cash equivalents 34,894
Cash and cash equlvalents at beginning of year 187,381
Cash and cash equivalents at end of year 222,275

18



[fxemption No.82-5 12&

Significant Consolidated Accounting Policies

Scope of Consolidation , .
Consolidated subsidiaries: 93, including Sekiwa Real Estate, Ltd., Sekiwa Real Estate Qhubu, Ltd., Sekiwa Real Estate Kansal,
Ltd., Sekiwa Real Estate Chugoku, Lid., and Sekiwa Real Estate Kyushu, Ltd.
Changes in scope of consolidation
Added: Sekisui House Remodeling, Lid.
Removed: 5 companies, including Landtech Sekiwa Joyo, Ltd.
All 93 subsidiaries are consolidated.

Application of equity method
Affiiated companies accounted for by the equity method
4 companies: Rokko Island Energy Services Co., Ltd., Shin Nishinomiya Yacht Harbor, Corp., The Mortgage Corp. of Japan, L.
and Aimetax Manufacturing Co., Ltd,
Changes in scope of equity method
Added: AImetax Manufacturing Co., Ltd.
Investment in 4 related companies is accounted for by the equity method.

Term-ends of consolidated subsidiaries
The fiscal year ends on March 31 for Sky Rail Service Co., Ltd. In producing the consolidated financial statements, the Company
provisionally settles the accounts of that subsidiary as ‘of January 31 and utifizes these accounts. The year-end of SEKISUI
DEUTSCHLAND BAU GmbH is December 31 and the Company uses these statements, adjusted as required for significant
transach'ons'up till January 31, in producing its consolidated financial statements.

Summary of significant accounting policies
(1) Basis and method for valuation for significant assets
(a) Marketable securities:
0] Debt securities expected to be held to maturity: Amortized cost (straight-ine) method
{i) Other marketable securities:
Stocks with market value:
Based on closing market price on the last day of period (Valuation gains and losses resulting are calculated
by the full capital costing method; cost of disposal is calculated by ﬂ1e moving average method)
Stocks with no avallable market value:
At oosf based on the moving average method
(b) Derivatives: Market value method
(¢ Inventories:
0] Expenditure on uncompleted construction, buildings for sale, land for sale, and uncompleted land held for
sale: At cost based on individual cost method
(i Other inventories; At cost based on moving average method

(2) Depreciation and amortization methods used for main depreciable and amortizable assets: .
The Company applies the straight-ine method to buildings {excluding attached structures) and intangible fixed assets, and
uses the declining-balance method for other tangible fixed assets (but straight-ine depreciation for overseas consolidated
subsidiaries) ) '

(3)  Basis for accounting for significant allowances
@ Allowance for doubtful accounts
The Company makes provisions for general debtors based on actual historical collection rates and for specific
debtors where collection is doubtful based on estimates of the amount collectible.
(b) Allowance for bonuses
To prepare for bonuses payments to employees, the Company provides for the estimated appropriate amount in
that fiscal year.
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() Allowance for compensation payments on completed works _
Provisions for losses and guarantee expenses due to post-completion defects are recorded based on historical repair
and other costs arising from completed structures and detached housing.
(Change of accounting method)
Previously, guarantee reserves to cover pdstoompleﬁon losses and guarantee expenses were calculated for the
consolidated fiscal year as 1/1000" of housing business sales in the preceding 12 months for which guarantees
applied, and 1/1000" of the buildings portion of real estate sales. From the current fiscal year onwards, however,
such reserves are being calculated on the basis of actual historical costs. This change is because, as the
Company has strived to increase customer satisfaction with repair and inspection information, it has become
possible to efficiently estimate repair service expenses, and in turn to record provisions in this manner for greater
clarity in the financial statements. '
Consequently, Gross profit, Operating income, Recurringincome and Income before tax has decreased by 924
" milion yen respectively.
(d  Allowance for employee retirement
To prepare for future retirement payments to employees, the Company makes provisicns in the amount accrued at
the end of the refevant consolidated fiscal year based on the estimated total retirement obligations and pension
assets. To account for differences in actuarial calculations, the Company recognizes those differences through
straightdine depreciation over 5 years, expensing them in the year following such recognition. Differences anisingin
respect of past service obligations are calculated over 5 years by the straight-ine method and expensed inthe year
in which they arise. '
(Additional information)
Details of return of portion of employee pension plan
Following implementation of the Defined Benefits Corporate Pension Law, Sekisui House and selected domestic
consolidated subsidiaries received approval from the Minister of Health, Labor and Welfare for a waiver of past
obligations with respect to the proxy portion of the Sekisui House Employee Pension Fund on September 1, 2004,
and of the Employee Pension Fund of Sekisui Houses affifated companies on December 1, 2004, For the proxy
. portion of the Sekisui House Employee Pension Fund, we paid an amount equivalent to the minimum reserve to
the national govemment. ’
This has led to the posting of an extraordinary income of 41,901 million yen during this consolidated fiscal year.
(e)  Allowance for retirement benefit to directors, executive officers and corporate auditors
To allow for retrement bonus payments to .directors, executive officers and corporate audtors, the Company
provides the required amounts at the end of the fiscal year based on internal regulations.
(h  Allowance for exhibiton at Japan International Expo
To allow for expenses to be incurred at the Japan Intemational Expo, the Company has provided an appropriate
.amountin the consolidated fiscal year.

(4) Basis for converting significant foreign currency-denominated assets and fiabilities into yen
For foreign currency-denominated monetary claims and debts, the Company converts into yen at the rates of exchange
prevailing on the consolidated balance sheet date. Translation differences are included in the statements of income, The
assets, iabilities, revenues, and expenses of overseas subsidiaries are translated into yen at the rate of exchange in effect at
the subsidiaries balance sheet dates, and translation differences are included in the foreign exchange translation adjustment
account in shareholders equity.

(5)  Accounting for significant lease transactions
Finance leases other than those deemed to transfer ownership of the leased assets to the lessee are accounted for by a
method similar to that applicable to ordinary operating leases.

(6) Main hedge accounting methods
(@) Hedge accounting methods
The Company uses deferred hedging, except where for foreign currency swap contracts aliocation requirements are
met in which case the allocation method is used.
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(b) Hedging instruments and targets

() ~ The Company hedges bonds that fund operations using interest rate swaps.
- (i) The Company hedges foreign currency cash debts and forward transactions with exchange contracts.

{c) Hedging policies ‘
The Company uses derivatives transactions with the aim of avoiding losses from fluctuations in exchange and
interest rates etc. The use of exchange contracts does not exceed the amount of import transactions. Furthermore,
the notional principal of interest rate swap transactions is limited to the total of debt used to fund operations and.
interest-bearing debt. '

(d) Methods of assessing hedge effectiveness
The Company compares cumulative cash flow variations for hedge targets and hedge methods with market
fluctuations and assesses the effectiveness of hedges based on the amounts of variation in both cases. However,
for forward exchange contract transactions the Company does not assess the effectiveness of hedging where the i
main conditions match with regard to the relevant transactions and hedge targets, and where the cash flow is fixed.

7) Basic of presentation of financial statements
Accounting for consumption taxes
The tax exclusion method is used to account for consumption taxes. Consumption taxes subject to deductions are
expensed in the consolidated fiscal year in which they arise.

S. Assessing the assets and liabilities of consolidated subsidiaries
The Company uses full market value method to assess the assets and liabiliies of consolidated subsidiaries.

6. Amortizing the consolidaled adjustments‘accourit :
In principle, the Company amortizes consolidated adjustments evenly over 5 years from the fiscal year of occurence. If the
consolidation adjustment-amount is small, the Company accounts for the whole amournt in the fiscal year in which it arises.

7. Treatment of profit appropriations
The consolidated retained earnings statement is based on the appropriation of profit decided during the relevant fiscal year.

8. Scope of amounts in consolidated statements of cash flows
The funds (cash and cash equivalents) in the consolidated statements of cash flows comprise cash and equivalents (except fixed term
deposits exceeding three months) and short-term investments with redemption periods of less than 3 months that are easily convertible
into cash, withinsignificant risk of losses from price fluctuations. :

[Changes to accounting principles]

Accounting standards for Impairment of fixed assets

The Accounting standards for impaimment of fixed assets ( Opinions on Accounting Standards for Impairment of Fixed Assets, Business
Accounting Council, August 9, 2002) and Guidance for Impairment of Fixed Assets (Accounting Standards Board of Japan, October 31,
2003, Guidance for Business Accounting Standards No. 6) may be applied to consolidated financial statements beginning with the current
consolidated fiscal year in progress. Therefore, we have applied the above cited accounting standards and guidance. This has led to the
posting of an extracrdinary foss of 59,469 milion yen during this consolidated fiscal year. Note that the accumulated amount of impaired
losses has been deducted directly from the corresponding assets in accordance with the revised rules of Consolidated Financial
Statemnents and regulations on consolidated financial statements.
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[Notes]
1. Consolidated Statement of Balance sheet

Milfons of yen

Year to January 31, 2004

Accumulated depreciation of fixed assets 149,262
Collateralized assets 28,047
Liabilities guarantesd 59575 |
Treasury stock 13,976,435 shares
&arehoidings in related companies included in 605
investment securities

Interest bearing liabilities 69,675

Change in the purpose of fixed asset holdings
35,279 milion yen of investment real estate that appeared primarily under Buildings and Structures and Land at the end of the previous fiscal
year has been reclassified as Inventories.

2. Consolidated Stateme‘nt of Income
Losses on impairment of a&ets
During the fiscal year under review, the Company reported losses on impairment of the following assets.”
Application Type Location
Investment property Buildings, land, etc. - Higashinada-ku, Kobe, etc.

The Company grouped investment properties individually and other assets by business unit, which t believed would allow it a reasonable
management of profits and losses. Nevertheless, between the steady decline in land prices and a sluggish rental market, the market value of
certain investment properties has fallen sharply. The Company reduced the book value of those properties to recoverable amounts, and posted
said reduction as a loss on impairment of assets (59,463 million yen). '

{Losses on impairment of assets)

Type Milions of yer %

]
Buildings 18,661
Land 39,771
Lease ’ 749

Other 286 |

|

Total 59,469 |

Note that the recoverable vaiue of the aforementioned assets is the higher of either the net sale value or the value in use. The net sale value is
the estimated value (calculated according to the Real Estate Appraisal Standard) minus the estimated cost of disposal. The value in use is
calculated discounting estimated future cash flow at 3%-6%.

3. Consolidated Statements of Cash Flows
Cash and cash equivalents at year-end and relationship with amounts recorded in consolidated balance sheets

Milions of yen - .
ear to January 31,2005 Yearto Jaruary 31,2004 |

Cash and deposits 795 222,275
Fixed term deposits exceeding three months 3t (500)
Open-ended public and corporate bond

investment trusts (marketable securities 499
acoount)

Cash and cash equivalents 222,275
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3. Segmental information

(1) Four sections classify each business

[Exemption No.82-5 129|

Milions of yen
Buitto order Realestate Realestate  Other Eliminations .
Year to January 31, 2005 housing for sale for leasing  business Tota and back office Consolidzted
Sales & Operating income
Sales ‘ :
Sales to third parties 708,539 273,455 269,326 120923 1,372,243 - 1,372,243
Inter-group sales and
transfers 1,293 —_ 1,438 7,878 10,610 (10,610) —
Total sales 709,832 273,455 270,764 128802 1,382,854 (10,610) 1,372,243
Operating expenses 627,692 261,176 262,641 125029 1,276539 19,0865 1,295,605
Operating income 82,140 12,278 8,123 3,772 106,314 (29,675) 76,638
Assets, Depreclation and" )
amorntization & Capital
expenditures
Assets 200,220 405,161 199,021 22923 827,326 312,904 1,140,231
Depreciation and
amortization 4,875 635 3,862 344 9,718 1,835 11,553
Losses on impairment of
assets — -- 59,469 . 59,469 - 59,469
Capita! expenditures 8,817 126 25,572 217 34,734 1,491 36,225
Millions of yen
Builtto order Real estate Real estate  Other Eliminations .
Year to January 31, 2004 housing for sale forleasing  business Total and back office Consoidated
Sales & Operating Income
Sales
Sales to third parties 743219 202,531 248,964 131,323| 1,326,039 - 1,326,039
Inter-group sales and _
tramsfors. 1,380 1668 2,876 5,925 (5,925) .
Total sales 744,599 202,531 250,633 134,199 1,331,964 {5,925) 1,326,039
Operating expenses 652,994 196,299 241,759 131,550] 1,222,603 23,102 1,245,705
Operating income 91,605 6,232 8,873 2,649 109,360 (29,027} 80,333
Assets, Depreclation and
amonrtization & Capital
expenditures
Assets 199,562 305,880 281,751 21,368 808,562 372,449 1,181,012
Depreciation and 5,075 501 3514 358 9,451 1,847 11,298
amortization
Capital expenditures 6,289 67 9,167 107 15,631 1,083 16,695

[Notes]
1. Business classification

The Company classifies its operations according to type and the nature of business based on the currently used sales categories.

2. Main details of each business segment:
Designing, constructing, and contracting for sale housing using the Company s prefabricated materials
Selling houses and real estate and designing and constructing housing on estate land

Built to Order Housing:
Real Estate for Sales:
Real Estate for Leasing:
Other Business:

Renting and managing properties

Designing, constructing, and contracting for leasing condominiums and commercial buildings and
providing home remodeling, landscaping, and exterior constructon

3. The main operating expenses that cannot be allocated within the eliminations and back office portion of operating expenses cover costs for
the parent headquarters, administrative operations for branch office organizations, and research and development operations.
Year to January 31, 2005: 26,824 million yen  Year to January 31, 2004: 25,882 milion yen
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4. The main whole company assets included in Eliminations and back office assets are parent company surplus operating funds (cash and
negotiable securities), long term investment funds (investment securities), and assets of the administration division. '
Year to January 31, 2005: 313,130 milionyen  Year to January 31, 2004: 372,751 million yen

(2) Geographical segment information

Inthe years to January 2005 and 2004, Japanese operations accounted for more than 90% of sales in all segments, so the Company has not
presented geographical segment information.

(3) Overseas sales

In the years to January 31, 2005 and 2004, overseas sales accounted for less than 10% of sales in all segments, so the Company has not
presented geographical information.
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4, Lease transactions

1.Finance leases other than those deemed to transfer ownership

(1} Equivalent acquisition cost, accumulated depreciation and balance at end of year

Year to January 31, 2005

[&(emption No.82-5 129]

Milions of yen
- . Accumulated depreciation »

‘ Acquisition cost equivalent equivalent At year end
Buildings and structures 35,668 21,945 13,722
Maghmery and transportation 166 66 o9
equipment
Tools and fixtures 6,774 4,886 1,887
Software 1,808 1,223 585
Total 44417 28122 16,294
Year to January 31, 2004

Millions of yen
. . Accumulated depreciation
Acquisition cost equivalent equivalent At year end

Buildings and structures 35332 20,861 14,471
Mac_:hmery and transponation 178 75 102
equipment

Tools and fixtures 7,950 5,850 2,000
Software 3,189 2,299 889
Total 46,651 29,186 17,464

(2) Qutstanding equivalent amounts under lease commitments at year-end

Year to January 31, 2004

Within one year

6,783
More than one year 11,592
Total 18,375

(3) Lease fees, equivalent dep‘reciaﬁon amounts and interest payments

Millons of yen
2005 Year to January 31, 2004
Lease fees 8,374
Depreciation equivalent -7,912
Interest payments eguivalent 385

(4) Method of calculating depreciation ‘
Calculated by the straight4ine method over the lease term of the lease asset assuming zero residual value

(5) Method of calculating interest payments
Calculated by the interest method, whereby the difference between total lease payment and acquisition cost equivalent is distributed in equal

instalments in each financial year.

2.0perating leases

Miions of yen

Yeart Year to January 31, 2004
Within one year ’ )
More than one year 52
Total 61
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5. Securities

1. Marketable debt securities expected to be held to maturity

Millions of yen :
: Year to January 31, 2004
Consolidated
Type balance sheet  Market value Difference
: amount
(1) National and :
v;’;:;g;’;:;%:;‘?: regional government
- bonds 1,550 1,553 3
consolidated o) \tes 199 201 1
balance sheets
Subtoa! 1,750 1,754 4
Where market value | (1) National and : :
does not exceed |regional governmentf.
amountin bonds " 1,134 1,134 o)
consolidated (2) Notes 100 99 )
balance sheets  |Subtotal 1,234 1,233 ©)
Total 2,984 2,988 3

2. Other marketable securities

Millions of yen

"""" Year to January 31, 2004 -
Consolidated
Type | Acquistion cost  balancesheet  Difference
amount
Where market g ; gg:ct;ses 24,707 | 36,985 12,277
value exceeds . .
amount in National and region
consolidated government bonds 52,245 53,455 1,209
balance sheets (3) Others 14 14 0
Subtotal 76,967 90,455 13,487
Where market |(1) Equties 2,652 2,073 (578)
value does not  |{2) Others 5 . 4 (0)
exceed amount in
consolidated
balance sheets
Subtotal b 118047 2,657 2,078 (578)
Total 79,625 92,534 12,908 |

Milfons of yen
Category Year to January 31, 2004
Amount sold 3,766
Total gain on sales 514
Total loss on sales 2

4, Breakdown of other marketable securities where market valuation is not used and amounts on consolidated batance sheets

Milions of yen
: Consolidated balance sheet
amount as of January 31, 2004

(1) Bonds held to maturity
Unlisted foreign government bonds 2,000
(2) Other marketable securities
Unlisted equities (excluding over-the-counter issues) 11,521
Preferred securities 5,899
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5. Scheduled redemption amounts for other marketable securities with maturities and for bonds expected to be held to maturity.

lExemption No.82'5129[

Milons of yen
Year to January 31, 2005
More than one More than five
Within one year year and less than years and less More than 10 years
fiveyears than 10 years
Bonds
(1) National and regiona!
government bonds 1,155 1,485 50,010 —
{2) Notes 100 200 — -
(3) Others — — — 2,000
Total 1,255 1,695 50,010 2,000
Miffons of yen
Year to January 31, 2004
More than one More than five
© Within one year year and less than years and less Mere than 10 years
five years than 10 years
Bonds
(1) Nationa! and regional ,
government bonds 2,430 247 50,010 —
(2) Notes - 300 - -
(3) Others — — 2,000 —
Total 2,430 547 52,010 —

6. Contract amounts, market values, and unrealized gains and losses on derivatives transactions

Interest rate related

Millons of yen
e Year to January 31, 2004
Transaction Portion Unrealized
type exceeding Market value gain (joss)
one year

Swaps
Fixed-rate into
variable-rate
obligations 15,000 159 159
Variable+ate
into fixed-rate| 15,000 69 69
obligations
Total 30,000 229 229
Notes

1. Derivatives transactions for which hedge accounting is applied are excluded.

2. The market values of interest rate swaps are calculated based on prices disclosed by finandal institutions.
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7. Accounting treatment of retirement allowances

(1) Overview of Retirement allowance system
The‘Company and its domestic subsidiaries maintain & confirmed payment framework comprising the employee pension fund system, the
approved refirement annuity system, and lump-sum retirement payments.
Following implementation of the Defined Benefits Corporate Pension Law, Sekisui House and selected domestic consolidated subsidiaries
received approval from the Minister of Health, Labor and Welfare for a waiver of past obligations with respect to the proxy portion of the
Sekisui House Employee Pension Fund on September 1, 2004, and of the Employee Pension Fund of Sekisui House s affiliated companies
on December 1, 2004. For the proxy portion of the Sekisui House Employee Pension Fund, we paid an amount equivalent to the minimum
reserve to the national government on December 24, 2004.

(2) Retirement payment obligations

Milions of yen
)t Year to January 31, 2004
1. Retirement payment obligations (234,012
2. Pensionfund assets 170,484
3.  Unfunded pension obligations (1) + (2) (63,528)
4. Unrecognized actuarial difference 32217
5.  Unrecognized past service liabilties (40,744)
6.  Net amounts on consolidated balance sheets (3) + (4) + (5) (72,055)
7.  Prepaid pension expenses ) 0
8.  Allowance for retirement payments (6) {7) (72,055)

Year to January 31, 2004

Notes:

1. Disdosure includes substitute portions of employee pension fund.
2.The monetary equivalent of the proxy of the employees public
pension fund recorded at the end of the current fiscal accounting year
would be 44,827 million yen, if calculated along Accounting Treatment
of Retirement Allowances Guidelines (as outlined by the JICPA
committee Report, #13, 44-2). Assuming the entire amount had been
eturned at the end of the current fiscal consolidated accounting year,
an estimated profit of 38,809 millicn yen would have resulted.

3. Some subsidiaries are using simple method to calculate retirement
payment obligations.

(3) Retirernent payment expenses

Millions of yen
Year to January 31, 2004
1. Service expense 10,883
2. Interest expense 5,857
3. Anticipated investment retums (4,311)
4, Amourt charged in line with actuarial calcuianon dfferences 7,581
5. Charged for past service liabilities (8,785
6. Retirement payment expenses (1) + (2) + (3) + 3} + (5) 11,225
7. Gains on the return of employee pension fund -
Total " 11,225

Year to January 31, 2004

Notes:
nj1. Employee contributions to pensicn fund scheme deducted from
Service expenses.

2. Retirement payment expenses for consolidated subsidiaries using
| simple methed appropriated as service expense.

pay
s:mple fethod: appropnated as service: expense.
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(4) Bases for calculating retirement payment obligations

Year to January 31, 2004

1. Periodical allocation of projected retirement

payments Fixed standard over period
2. Discount rate . 2.5%
3. Anticipated rate of return on plan assets 3.0%
5 years

4. Years over which past service obligations
amortized

: Actuarial calculations allocated charge form the

5. Years over which actuarial calculation differences
amortized

1 subsequent consolidated fiscal year

5 years
Same as above

8. Tax effect accounting

(1) Main breakdowns of deferred tax assets and liabiliies

Millions of yen
200577 Yearto January 31,2004
Current portion :
Deferred tax assets
Appraiéal losses on real estate held for sale 52322
Amounts in excess of allowed limit on expenses 6494
chargeable to bonus payment reserve '
Unpaid enterprise tax 291
Amounts in excess of allowed limit on expenses 488
chargeable to bad debt reserve
Unrealized gain on inventory 293
Losses carried forward for tax purposes 13,257
Other 1,668
Total deferred tax assets 74,816
Deferred tax liabilites
Other 12
Total deferred tax liabilties 12
Net deferred tax assets 74,803
Non-current portion
Deferred tax assets -
Amounts in excess of allowed limit on expenses
chargeable to retirement benefits allowance 27,223
Cumulative losses on impairment of assets —
Unrealized gains on fixed assets 465
Reserve for directors retirement bonuses 585
Amourt in excess of allowed mit on expenses chargeable 447
to bad debt reserve
Other 3,008
Subtotal deferred tax assets 31,822
Valuation allowance -
Total deferred tax assets 31,822
Deferred tax liabilities
Difference in appraisal value of other marketable securities | - (5,213)
Adjustment of bad debt allowance after eliminating debts |- “ @
and credits L
Total deferred tax liabilities 5,217)
Total net deferred tax assets 26,604
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9. Consolidated per share information

Year to January 31, 2004
(Febh. 1, 2003 ~Jan. 31, 2004)

Shareholder s equity per share  959.96 yen

Net income per share 53.30yen

Fglly diluted net income per share  51.39 yen

Note: Net income per share and diluted net income per share for ed on the following basis.

Milions of yen, except where noted Year to January 31, 2004
Netincome 37,761
Amount not attributable to ordinary shareholders 399
Net income attributable to ordinary shares 37,361
Average number of shares outstanding during period
[1,000 shares] 700,908
Main components of adjustment to net income used in
caleulating dilution inincome per share
Interest expenses 306
[atter deduction of tax equivalents]
Adjustment to net income 306
Main components of increase in ordinary shares used
in calculating diluon in net income per share
{1,000 shares)
Convertible bonds 32,060
Increase in ordinary shares [1,000 shares] 32,060

10. Transactions with related parties
No relevant transactions.
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11. Important events occurring after the setilement of the balance sheet

(Exchange of shares)

Effective February 1, 2005, the company implemented an exchange of shares designed to make Sekiwa Real Estate, Ltd., Sekiwa Real
Estate Kansali, Ltd., Sekiwa Real Estate Chubu, Ltd., Sekiwa Real Estate Chugoku, Ltd., Sekiwa Real Estate Kyushu, Ltd. and Sekiwa Real
Estate Tohoku, Ltd. wholly owned subsidiaries of the company.

(1) Aim of management integration through exchange of shares ,
The six Sekiwa Real Estate companies into wholly owned Group subsidiaries, Sekisui House intends to maintain the regional
characteristics and independence of each company while at the same time maximizing synergies available under a group
structure and growing overall corporate value, )
(2) Effective February 1, 2005, we implemented the simplified exchange of shares provided for in Aticle 358-1 of the Commercial Code.
Sekisui House is now completely the parent company of Sekiwa Real Estate, Ltd., Sekiwa Real Estate Kansai, Ltd., Sekiwa Real
Estate Chubu, Ltd., Sekiwa Real Estate Chugoku, Ltd., Sekiwa Real Estate Kyushu, Ltd, and Sekiwa Real Estate Tohoku, Ltd.

1. Share exchange ratio

Sekisui House (Parent company) 1

Sekiwa Real Eslate (Whally owned subsidiary) 1.26
Sekiwa Real Estate Kansal (Wholly owned subsidiary) 0.47
Sekiwa Real Estate Chubu (Wholly owned subsidiary) 063
Sekiwa Real Estate Chugoku (Wholly owned subsidiary) 0.69
Sekiwa Real Estate Kyushu (Wholy owned subsidiary) 0.61
Sekiwa Real Estate Tohokti (Wholy owned subsidiary) 620

{Note) Allotment of Shares . ' ,

1.26 ordinary shares of Sekisui House will be allocated for every share of Sekiwa Real Estate; 0.47 ordinary shares for
every share of Sekiwa Real Estate Kansai; 0.63 ordinary shares for every share of Sekiwa Real Estate Chubu; 0.69
ordinary shares for every share of Sekiwa Real Estate Chugoku; 0.61 ordinary shares for every share of Sekiwa Real
Estate Kyushu; and 620 ordinary shares for every share of Sekiwa Real Estate Tohoku.

2. Number of new Sekisui House shares to be issued with share exchange

Instead of issuing new shares, 29,284,101 treasury shares held by Sekisui House will be assignéd.
No assignment of shares will be made with respect to shares of Sekiwa Real Estate companies held by Sekisui
House.

3. Manetary amounts payable for share exchange
There will be no monetary payments for this share exchange.
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12. Main affiliated companies financial statements

(1) Sekiwa Real Estate, Lid.

Consolidated Balance Sheet Consolidated Statement of Income
Mitions of yen ) Milions of yen
As of January 31, 2005 February 1,2004 January 31,2005
(Assets) (Liabilites) Net samings 98,307
Current assets 22,895 | Curentliabilites 10,271 i
Cash and deposit 15,862 Accounts payable 630
Notes and accounts receivable 927 Advance received 6,682 Non-operating ncome 74
Marketable securities 1,235 Tax payable 1,048 Other expenses
Inventories 3,833 | Othercurent liabilties 1910 o
Deferred tax assets 723 ﬂed_lla@ﬂmgs ﬁ___"_ 16,002
Other current assels 637 Accrued retirement benefits 586
Less allowance for doubtful accounts | _(_] 25) Cuslody deposit and guarantee 15,369
Fixed assets ) 70e7|  Oterfixed liabilties 136
Tangible fixed assets A e semn s e
Buildings and structures 3,563 | Total liabllities 26,364
Land 2,169
Otrer R 2437 |
intangible fixed assets 1,140 | Shareholders’ equity
Investments and cther assets | 7,785 | Paid-n capilal 1,668
investment in securities 441 | Additional paid-in capital B17
Long-em loans receivable 876 | Retained earnings 11,538
Depost and guarantee ] 5,052 | Unrealized holding on securities 27
Deferred tax assets 1,328 | Treasury stock (425)
Other investments 296 | Total shareholders equity 13,628
Less allowance for doubtiul accounts (210) | Total fiabilties and shareholders
Total assets ) 39,992 | equity ] 3ogm

Consolidated Statement of Cash Flow
February 1,2004 January 31, 2005
Milions of yen
1. Cash flows from operating activities
Income before income taxes 2.453‘
Depreciation and amortization 363
Losses on impairment of assets 3,004
Gains on the return of employee pension fund (1,128}
Increase in accounts received (110)
Increase in advance receivable 503
Increase in deposit and guarantee 1,316
Other (1,905)
' Sublotal 4,497
Interest and dividends received 35
Income taxes paid (1,555)
Net cash provided by operating adivities 2,977
2. Cash flows from investing activiies .
Purchase of property, ptant and equipment (3,671}
Purchase of intangible fixed assets (205)
Other (43)
Net cash used in investing activities (3.920)
3. Cash flows from financing activities
Cash dividends paid (338)
Purchase of treasury stock (1)
Net cash used in financing activities (347)
4. Net decrease in cash and cash equivalents (1,291)
5. Cash and cash equivalents at beginning of year 17,154
6. Cash and cash equivalents at end of year 15,862
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(2) Sekiwa Real Estate Chubu, Ltd.
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Consolidated Balance Sheet Consoclidated Statements of Income
Mifions of yen Milions of yen .
As of January 31, 2005 February 1,2004 January 31, 2005
(Assets) (Liabilties) Ne! eamings 73,882
Current assets 15,653 | Current liabiities 8,180 Cosl of eamings 71,750
Cash and deposit 9,253 Accounts payable 487 .
Accounts receivable 884 Advances received 5121 Non-operating ncome
Inventories 4,033 Tax payable 538
Deferred tax assels 1472 | Othercurentfabilties 2,032 -
Other current assets 130 | Fixed liabiites 13,475 Extraordinary income
Less allowarce for doubtiul accounts (119) Accrued refirement benefits 220 Extraordi [
Fixed assets 14,519 Custody depostt and guarantee 13,173
Tangible fixed assets ~121._6.34 Oter fixed liabies 82 Currentincome taxes
Buildings and structures 8,214 | Total liabilties 21,856 Deferred income taxes
Land 3,661
Other 287
Intangible fixed assets 308 | Shareholders equity
Investments and other assets 2,045 | Paid-in capital 1,368
Investment in securities 433 | Addtional paid-in captal 1,679
Long-emn loans receivable 179 | Retained eamings 5,357
Deposi and guarantee 688 | Unrealized holdings loss on securities 135
Deferred tax assets 91 | Treasury stock (24)
* Other investments 647 | Total shareholders equity 8,516
Total assels 30,172 Z:Larlty liabilties and shareholders 30,172
Consolidated Statement of Cash Flow
February 1,2004 January 31, 2005
Milions of yen
1.Cash flows from operating activities
Loss before income taxes (405)
Depreciation and amortization 538
Losses on impaiment assets 3,014
Increase in accounts receivable (491)
Increase in advance received 250
Increase in deposit and guarantee (8,280)
Other (1.991)
Subtotal (2,375)
Interests and dividends received 6
Income taxes paid (765)
Other (1)
Net cash provided by operating adtivities {3146)
2. Cash flows from investing activities
Purchase of property, plant and equipment (1,588)
Purchase df intangible fixed assels (2
Other 83
Net cash used in investing activities (1,507)
3. Cash flows from financing activities
Cash dividends paid (218)
Purchase of treasury stock (12)
Net cash used infinancing activities (231)
4. . Netincrease in cash equivalents (4,885)
5. Cash and cash equivalents at beginning of year 14,138
6. Cash and cash equivalents at end of year 9,253
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(3) Sekiwa Real Estate Kansai, Ltd.
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Consolidated Statement of Income

Milions of yen
February 1,2004 January 31,2005

51,167
48,283

Consolidated Balance Sheet
Milons of yen
As of January 31, 2005
(Assets) (Liabilifes) Net eamings
Current assets 19,323 | Current liabilities . 5,867 Cos! of eamnings
Cash and deposit 11,486 Accounts payable 94
Notes and accounts receivable 560 Advances received 3,965 Non-operating ncome
Inventories 5598 | Tax payable 5086
Deferred tax assets 1209 | Oherourentlebies 1,300
Other curent assets 575 ﬂxgd I@blll_t)es. . 7,698 Extraordinary income
Less allowanie for doubitd accounts |~ {107) Accrued retirement benefils 487 Extracrdinary loss
Fixed assets 14,744 Cuslody deposits 7,047
Tangible fixed assets 3,922 _Other fixed liabiies _ 162 Current income taxes
Buildings and structures 1,744 | Total liabilities 13,565 Deferred income taxes
Land 2,034 :
Other .1 4% ]
Intangible fixed assets 246
_Investments and other assets 10,576 |
Investment in securtties 9 | Shareholders equity 5,829
Long+em loans receivable €99 | Paid-n capital 7,017
Deposit and guarantee 9,227 | Additional paid-n capital 8,008
Deferred tax assels 280 | Treasury stock (353)
Other investments 348 | Totalshareholders equity 20,502
Tota! assets 34,068 'Ie'gljiy liabilties and shareholders 34,068
Consolidated Statement of Cash Flow
February 1,2004 January 31, 2005
Milions of yen
1. Cash flows from operating activities
Income before income taxes 633
Depreciation and amortization 139
Losses on impaiment of assels 2,189
Gains on the return of employee pension fund e71)
Increase in accounts receivable (205)
Increase in advances received 54
Losses on cuslody deposit (605)
Other (2537)
Subtotal {1,302)
Interest and dividends received 24
Income taxes paid (508)
Net cash provided by operating activities (1,783)
2. Cash flows from investing activites
Purchase of property, plant and equipment (101)
Purchase of intangible fixed assets (154)
OCther 196
Net cash used in investing activites (59)
3. Cash fiows from financing activities
Cash dividend paid (255)
Purchase of treasury stock (67)
Net cash used in financing activities (322)
4, Netincrease in cash and cash equivalents (2,185)
5. Cash and cash equivalents at beginning of year 13,652
8. Cash and cash equivalents at end of year 11,488
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(4) Sekiwa Real Estate Chugoku, Ltd.
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Balance Sheet Income Statement
Mifons of yen Milons of yen
As of January 31, 2005 February 1,2004 January 31, 2005
(Assets) (Liabilities) Net earnings 15,344
_Qurrent assels 7,938 Current liabilities 2,129 Cost of eamings 14,449
Cash and deposil 7,415 Accounts payable 8 ng incorne
Notes and accounts receivable 95 Advance received 1,082 Non-operating ncome 1
Inventories 298 Tax payable 191 Other expenses 12
Deferred tax assets 87 |___ Othercurrentabiiies 865 j fhg indorha
Other current assels 49 _Elxgdh_ablytlegh_ ‘_ .__ 4,285 Extracrdinary ncome 298
Less allowance for doubtful accounts (9)‘ Accrued retirement bénef’n 147 Extraordinary loss 117
Fixed assets 1581 | Cuslody depositand guarantee | 4,044 bétore inc
Tangible fixed assets N1z Oterfied fiabilies 94 Current income taxes 386
Buildings and structures 576 r‘Total liabilities o 6,416 Deferred income taxes - 94
Land 339 : e o
Other 188 the preceding business term 6
Intangible fixed assets 88 | Shareholders equity appropriated ‘rélaine
Investments and cther assets 410 | Paid+n capital 379
Investment in securtties . 79 | Addtional paid-n capital 177
Lohg-lerm loans receivable 84 | Relained eamings 2,560
Depostt and guaraniee 131 | Unrealized holdings loss an securities 6
Deferred tax assets 106 | Treasury stock (19)
Other investments 9 | Totalshareholders equity 3,103
Total assefs 9,520 th:!nﬁabilhi&s and shareholders 9,520
Consolidated Statement of Cash Flow
February'1,2004 January 31, 2005
Milions of yen
1. Cash flows from operating activities
Income before ncome taxes 1,075
Depreciation and amaortization 74
Increase in accounts receivable 15
Increase ini advance received 104
Increase in depost and guarantee 383
Other (125)
Subtotal 1,529
Interests and dividends received 5
Income taxes paid (413)
Net cash provided by operating activities 1,121
2. Cash flows from investing activiies
Purchase of property, plant and equipment (181)
Purchase of intangible fix assels (56)
Other (26)
Net cash used in investing adivites (265)
3. Cash flows from financing activities
Cash dividends paid (108)
Purchase of treasury stock (10)
Net cash used in financing activides (118)
4. Netincrease in cash and cash eguivalents 737
5. Cash and cash equivalents at beginning of year 6,678
6. Cash and cash equivalents at end of year 7,415

36



(5) Sekiwa Real Estate Kyushu, Ltd.

[Exemption No.82-5 129]

Balance Sheet - Income Statement
Mifions of yen Millions of yen
As of January 31, 2005 February 1,2004 January 31, 2005
(Assets) (Liabilities) Net eamings 16,353

Current assets 2,811 | Current liabilities -1,648

Cash and deposits 972 Accounts payable 237 :

- Notes and accounls receivable 175 Advance received 1,165 Non-operating ncome

Invenlories 1,332 Tax payable 70 Other expenses

Deferred tax assels 47 |___ Other current liabilties 174 _

Other current assets 17 xed hapi l e 2,077 xtraordinary income

Less allowance for doubtful accourts Ac'(:ruéd retirement be;n‘éf‘ns“ 50 Extraordinary loss
Fixed assets Custody deposit and guarantee 1,977
Tangible fixed assets 2, Other fixed liabiiies 49 Current income taxes

Buildings and structures 1.1801 Tota!ﬁllatilmé . 3,725 Deferred income taxes

Land , 292 T e

Other ] 40 Retained earnings brought forward from the 12
Inangible fixed assets ) |
Investments and cther assets 435 | Shareholders equity

Longtemm loans recewable | 5 | Paid-n capital 263

Deposi and guarantee 320 | Additional paiddn capttal o4

Deferred tax assels 97 | Relained eamings 1,109

Other investments 11 | Total shareholders equity 1,467
Total assets 5192 Total fiabilties and shareholders 5192

equity

Consolidated Statement of Cash Flow

February 1,2004 January 31, 2005
. i ) Milions of yen
1. Cash flows from operating activities
Income before ncome taxes 490
Depreciation and amortization 18
Increase in accounts receivable (24)
Increase in advance received 132
Increase in deposit and guarantee 12
Other (279)
Subtotal 456
Interest received 0
Income tax paid (203)
Net cash provided by operating activities 253
2. Cash flows from investing activities
Purchase of property, plant and equipment (1,301)
Purchase of intangible fix assets (2
Other (2)
Net cash used in investing activities (1,308)
3. Cash flows from financing activities
Cash dividends paid (81)
Net cash used in financing activities 61)
4, Netincrease (decrease) in cash and cash equivalents (1,114)
5. Cash and cash equivalents at beginning of year 2,086
6. Cash and cash equivalents at end of year 972
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(6) Sekiwa Real Estate Tohoku, Ltd,

Balance Sheet Income Statement
Milions of yen Milions of yen
] As of January 31, 2005 February 1,2004 January 31, 2005
(Assets) (Liabilities) Net eamings 17,776
Current assets 8,006 | Current liabilities 2,424 Cosl of eamings 17,253
Cash and depostt 7,570 Account payable 74 ) ome -
Notes and accounts receivable 136 Advance received 1,320 Non-operating hcome
Inventories 245 Tax payable 131 Other expenses
Deferred tax assels 52 Other current fiabilties 897 E ‘n-n'—:f
Other current assels 34 | ' ‘ 4,450 Extraordinary income
Less allowance for doubtful accounis (34) Accrue.dreIlrer%enlBer; ems“ 93 Extraordinary loss
Fixed assets T Custody depesit and guaraniee 4,325 axes
Tangible fixed assets 538 | Oterfixed fabities 31 Current income taxes
Buildngs and structures o -“8 Total liabilities ) ) 6,874 Deferred income taxes 102
Land 205 ' ‘
Other 325 sr?er:ici’ngem?r%:ss b:gnungn forward from the 8
Inangible fixed assets 57 retained e
Investments and other assets 951 ]
Long-erm loans receivable 2 | Shareholders equity
Deposit and guarantee 37 | Paid-in capital ) . 200
Deferred tax assels 107 | Additional paid-n capital . -
Other investments 148 | Retained eamings 1,679
Less alowance for doublful accourts (145) | Totalshareholders equity 1,879
Total assets 8753 ZgLa;yl;abﬂnm and shareholders 8,753

Since Sekiwa Real Estate Tohoku, Ltd. is not a listed company; cash flow statements are not made public.
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SUMMARY OF FINANCIAL STATEMENTS (Non-consolidated)
February 1,2004 January 31, 2005

Sekisui House, 11d. : March 1, 2005
Stock code; 1928 _ Head office:Osaka, Japan * Listed exchange:  Tokyo, Osaka, Nogoya (First Section)
hitp:/www.sekisuihouse.co.ip Telephone: +816 6440 3111
President & Representative Director: Isami Wada Inquiries: PR Department
Date of the meeting of the board of directors:  March 1, 2005 Associate Officer:  Hidehiro Yamaguchi
Date of the annual shareholder s meeting: April 27, 2005
Interim dividend system: Adopted
Stock trading unit adopted: 1,000 shares per unit
1. Business Results *Please note that numbers less than a million yen are rounded down
1)} Non—consolidated Business Results " Milions of yen
Feb. 1, 2004 Jan. 31, 2005 Feb. 1,2003 Jan. 31, 2004 ‘
} Change % I Change %
Net sales 3.0 1,055,027 . 0.2
Operating income (7.6 65,868 125
Recurring income 4.8) | - 65,554 18.0
Net income (42.0) 33,580 11.2
Netincome per share (yen) : 47.69
Fully diluted net income per share (yen) 46.02
Return on equity (%) 5.4%
Return on assets (%) 6.1%
Recurring income margin (%) 6.2%
(1) Average number of outstanding shares during the period
Year ended January 31,2005 686,079,543 shares Year ended January 31, 2004 700,908,935 shares

(2) Changes to accounting principles Yes
(3) Percentages for net sales, operating income, recurring income, and net income represent year-on-year changes.

2) Dividends

Total dividend
payments | Payout ratio
Full-year [ First-half I Second-half (Mitions of yen)

Total dividend /
shareholders equity

Dividend per share (yen)

" Year to Jan. 31, 2004 1800 9.00 9.00 12518 37 7% ' 2.0%

3) Non-consolidated financial position

Millons of yen

Feb. 1,2003 Jan. 31, 2004
Total assels 1,030,003
Shareholders equity 630,786
Equity ratio (%) 61.2%
Shareholders equity per share (yen) Cim 906.85
Outstanding shares at end of January 31, 2005 680,010,723 shares At end of January 31, 2004 695,408,643 shares
Number of treasury stocks at end of January 31, 2005 29,374,355 shares At end of January 31, 2004 13,976,435 shares

2. Non-consolidated Results Forecast for the Year Ending January 31, 2006

Millions of yen
Recurring . Dividend per share (yen)
Net sales income Netincome First-haif | Second-half ] Full-year
Interim 555,000 30,000 15,000 10.00 - -
Full year 1,140,000 63,000 33500 ) — 1000 =~ 20.00

Net income per share 47.38 yen
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NON-CONSOLIDATED BALANCE SHEETS

Millions of yen
Year to January 31,2004 Difference

Assets 1,030,003 (41,182) (4.0
Current assets 583,345 39,324 6.7

Cash and deposis 146,998

Notes receivable-trade 557

Acoounts receivable-construction 72,677 .

Accounts receivablefeal estate 4,496

Marketable securities 1,398

Prepaid expenses for construction in progress 48,500

Buildings for sale 37,795

Land for sale 169,186

Land for sale in process 17,844

Other inventories 3,720

Advance payments 1,076

Prepaid expenses 4,960

Accounts receivable-other 13,621

Deferred income taxes 58,758

Other current assets 2,962

Less allowance for doubtful accounts’ (1,207)
Fixed Assets ‘ 446,657 (80,506) | (18.0)
Tangible fixed assets 211,689 (68,822) (32.5)

Buildings 91,789

Structures 4,680

Machinery and equipment 10,952

Vehicles and delivery equipment 151

Tools and equipment 3,638

Land 99,886

Constructions in progress 590
Intangible fixed assets 8,203 @3,278) | (52.2)

Lease rights 5,883

Software 1,599

Utility rights 30

Telephone subscription rights 690
Investments 226,764 (7,405) 3.3)

Investment in securites 102,337

Investment in subsidiaries and partnership 20,815

Long-term loans recejvable 78,578

Long-term prepaid expenses 781

Deposit and guaranty 12,650

Deferred income taxes 33,190

Other investments and other assets 5,428

R%gr\./e for losses from investments in (682)

subsidiaries

Less allowance for doubtful accounts (26,336)
Total 1,030,003 - (41,182) (4.0)
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Milions of yen
Year to January 31, 2004 Difference

Liabilities 399,216 (35,785) (9.0
Current Liabilities 293,349 34,834 1.9
Notes payable-+rade 62,844

Accounts payable-trade 33,700

Aocounts payable-construction 45,542

Current portion of notes 10,000

Current portion of long-term loans 20,001

Accounts payable-other 4,373

Accrued expenses 12,155

Comorate tax payable 665

Consumption tax payable 6,473

Advances received-construction 54,361

Advance received-other 6,327 -

Reserve for bonuses 15,552

Reserve for warranty on completed works 968

Other current liabilites 20,386

Long term liabilities 105,866 (70,618) | (66.7)

Notes 30,000

Long temm debt 2

Accrued retirement benefits 64,812

Reserve for retirement bensfits for retiring directors, 877

executive officers and corporate auditors

Reserve for Japan Expo expenses 105

Deposits and guaranty received 9,242.

Other long term liabiliies 826
Shareholders Equity . 630,786 (5,396) (0.9)
Paid-in capital 186,554 - -
Capital surplus 237,523 1 0.0
Capital reserve 237,522

Other capital surplus 0

Retained earnings 218634 211,725 6909 | 33

Legal reserve 23,128 23,128

Reserve for dividends 13,000 13,000

General reserve 162,300 141,300

Unappropriated retained earnings 20,205 34,256

Netincome 19492 33,580

gl::lvjlr?tzzzlized holding gain {loss) on : 13,217 7,600 5,617 73.9
Less treasury stock, at cost . (30,540) (12,616) (17,924) -
Total " os8g21 1,030,003 @1,182) | (4.0)
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NON-CONSOLIDATED STATEMENTS OF INCOME

Feb. 1,2003 Jan. 31, 2004 . Difference
Milions of yen % | Mifons ofyen %

Net sales 1,055,027 100.0 31,152 30
Construction 916,355 88.9
Real estate 138,671 1341

Cost of sales 829,289 786 30,733 37
Construction 702,880 76.7
Real estate 126,409 91.2

Gross profit on sales 225,737 214 420 02
Total gross profit from construction 213,475 233
Total gross profit from sales of real estate 12,262 88

Selling, general and administrative expenses 159,869 15.2 5,398 3.4

Operating income 65,868 6.2 (4,979) ([79)

Non-operating income 5,389 05 553 103
Interest received 3,791
Other income 1,597

Non-operating expense 5,702 05 (1,309) (23.0)
Interest paid 316
Interest on bonds 1,330
Other expenses 4,055

Recurring income 65,554 6.2 (3,115) (4.8

Extraordinary income 491 0.0 41,882 —
Gains on the retum of employee pension fund —

Gain on sales of investment securities 491

Extraordinary loss ' 4,054 0.3 59,059 —
Losses on impairment of assets -

Loss from sales or disposal of fixed assets 1,051
Loss on revaluation of land held for sale 2,988
Loss from devaluation of investment in securites 14
Other -

Income before taxes’ 61,991 59 {20,292) (32.7)
Income taxes (except enterprise tax) 434 00 14,439 -
Deferred income taxes 27,977 27 (20,643) (738)

Net income (loss) 33,580 3.2 (14,088) (42.0)
Retained earning brought forward from the |
preceding business term " 6.975
Interim dividends 6,258

Unappropriated retained earnings 34,296
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3. Planned appropriation of earnings
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Milions of yen
Feb. 1,2003 Jan. 31,2004
Unappropriated eérnings (losses) for the period 34,296
Total 34,296
Planned utilization is as follows:
Dividend to sharehoiders 6,258
Ordinary dividend = 9 yen
Directors bonus 156
Directors portion =142
Auditors portion = 14
Accumulated dividend reserve -
Contingency reserve 21,000
Total appropriations 27414
Retained earnings for the period 6,881
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- Summary of Significant Accounting Policies

1. Basis and method of valuation of marketable securities:

0] Debt securities expected to be held to maturity: Amortized cost (straight-line) methed

(ii) Shares held in subsidiaries or affliated companies: At cost based on moving average method

(iii) Other marketable securities: '
Stocks with market value:

Based on closing market price on the last day of period (Valuation gains and losses resulting are calculated by
the full capital costing method; cost of disposal is calculated by the moving average method)

Stocks with no available market value: :

At cost based on the moving average method

2. Basis and method of valuation of derivatives: Market value method

3. Basis and method of valuation of inventories:
(i) Expenditure on uncompleted construction, buildings for sale, land for sale, and uncompleted land held for sale; At cost based

on individual cost method
(ii) Other inventory: At cost based on moving average method.

4. Depreciation of fixed assets:

{i) Tangible fixed assets: The Company applies the straight-ine method to buildings (excluding attached strucgtures), and to
cther tangible assets applies the declining balance method. Expected life of assets is calculated to standards in accordance
with corporate tax regulations.

{iiy Intangible fixed assets: The Company applies the straightfine method to intangible fixed assets. Expected life of assets is

calculated to standards in accordance with corporate tax regulations, except for company-use software, which is straight-ine
depreciated over its expected useful life of five years.

5. Basis for converting foreign currency-denominated assets and liabilities into yen:
For foreign currency-denominated monetary claims and debts, the Company converts into yen at the rates of exchange
prevailing on the consolidated balance sheet date. Translation differences are included in the statements of income.

6. Basis for accounting for allowances:
)] Allowance for doubtful accounts:
The Company makes provisions for general debtors based on actual histon:cal collection rates and for specific debtors
where collection is doubtful based on estimates of the amount collectible.
(i) Allowance for appraisal losses on investment in related companies:
Potential losses on investment in related companies are prepared for by recording their value after taking into oonsidera‘ﬁon

the composition of the assets.

(iii) Allowance for bonuses:
To prepare for bonus payments to employees, the Company provides for the estimated appropriate amount in that financial
period.

iv) Allowance for compensation payments on completed works:

Provisions for losses and guarantee expenses due to post-completion defects are recorded based on historical repair and
other costs arising from completed structures and detached housing.
(Change of accourting method)
Previously, guarantee reserves to cover post-completion losses and guarantee expenses were calculated for the fiscal
year as 1 /1000" of housing business sales in the preceding 12 months for which guarantees applied, and 1/1 000" of the
buildings portion of real estate sates. From the current fiscal year onwards, however, such reserves are being calculated
on the basis of actual historical costs. This change is because, as the Company has stived to increase customer
satisfaction with repair and inspection information, it has become possible to efficiently estimate repair service expenses,
and inturn to record provisions in this manner for greater clarity in the financial statements.
Consequently, Gross profit, Operating income, Recurring income and Income before tax has decreased by 924 milion
yen respectively.
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(v) Allowance for employee retirement;
To prepare for future retirement payments ro employe&s the Company makes provisions in the amount accrued at the end
of the relevant consolidated fiscal year based on the estimated total retirement obligations and pension assets. To account

" for differences in actuarial calculaiiohs, the Company recognizes thase differences through straight4ine depreciation over 5 .

years, expensing them in the year following such recognition. Differences arising in respect of past service obligations are
calculated over 5 years by the straightine method and expensed in the year in which they arise.
(Additional information)
Details of return of portion of employee pension plan
Following implementation of the Defined Benefits Corporate Pension Law, Sekisui House and selected domesnc
consolidated subsidiaries received approval from the Minister of Health, Labor and Welfare for a walver of past obligations
with respect to the proxy portion of the Sekisui House Employee Pension Fund on September 1, 2004, and of the
Employee Pension Fund of Sekisui Houses affliated companies on December 1; 2004, For the proxy portion of the
Sekisui House Employee Pension Fund, we paid an amount equivalent to the minimum reserve to the national
government.
This has led to the posting of an extraordinary income of 37,668 million yen during this consolidated fiscal year.

(vi) Allowance for retirement benefit to directors, executive officers and corporate auditors:

" To aliow for retirement bonus payments to directors, executive officers and obrporate auditors, the Company provides the

required amounts at the end of the fiscal based on internal regulations.

il Allowance for exhibition at Japan International Expo:
To allow for expenses to be incurred at the Japan International Expo, the Company has provided an appropriate amount in

.

the fiscal year.

7. Accounting for lease transaction:
Finance leases other than those deemed to transfer ownership of the leased assets to the lessee are accounted for bya
method similar to thet applicable to ordmary operating leases.

8. Main hedge accounting methods:
{i) Hedge accounting methods: .
The Company uses deferred hedging, except where for foreign currency swap contracts aliocation requirements are met
in which case the allocation method is used. '
Gy Hedging instruments and targets:
The Company hedges bonds that fund operations using interest rate swaps.
The Company hedges foreign currency cash debts and forward transactions with exchange contracts.
(iii) Hedging policies:
The Company uses derivatives transactions with the aim of avoiding losses from fluctuations in exchange and interest
rates etc. The use of exchange contracts does not exceed the amount of import transactions. Furthermiore, the nctional
principal of interest rate swap transactions is limited to the total of debt used to fund operations and interest-bearing debt.
{iv) Methods of assessing hedge effectiveness:
The Company compares cumulative cash flow variations for hedge targets and hedge methods with market fluctuations
and assesses the effectiveness of hedges based on the amounts of variaion in both cases. However, for forward
exchange contract transactions the Company does not assess the effecﬁvenass of hedging where the main conditions
match with regard to the relevant transactions and hedge targets, and where the cash flow is fixed.

9. Basic of presentation of financial statements
Accounting for consumption taxes
The tax exclusion method is used to account for consumption taxes. Consumption taxes subject to deductions are
expensed in the consolidated fiscal year in which they arise.

45



[Exemption No.82-5 12—91

[Changes to accounting principles]

Accounting standards for impairment of fixed assets

The Accounting standards for impairment of fixed assets ( Opinions on Accounting Sandards for Impaiment of Fixed Assets, Business
Accounting Council, August 3, 2002} and Guidance for Impairment of Fixed Assets (Accounting Standards Board of Japan, October 31,
2003, Guidance for Business Accounting Standards No. 6) may be applied to consolidated financial statements beginning with the current
consolidated fiscal year in progress. Therefore, we have applied the above cited accounting standards and guidance. This has led to the
posting of an extraordinary loss of 51,144 million yen during this non-consolidated fiscal year. Note that the accumulated amount of impaired
losses has been deducted directly fom the corresponding assets in accordance with the revised rules of Financial Statements and
regulations on non-eonsolidated finandial statements.
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Notes to Balance Sheet and Income Statement (Non-consolidated)

1. Notesto non-consolidated balance sheet

Mifions of yen
053 Year to January 31, 2004

Accumulated depreciation of fixed assets 133,981
Collateralized assets 27.855
Liabilties guaranteed 57897
Interest bearing liabilities 60,003
Treasury stock 13,876,435 shares

Change in the purpose of fixed asset holdinas
31,750 million yen of investment real estate that appeared under Buildings, Structures, and Land at the end of the previous fiscal year has
been reclassified as Bulldings for Sale and Land for Sale.

2. Notes to non-consolidated income statement

Year to January 31, 2004
9,362

[(1) Depreciation

(2) Losses on impaiment of assets
During the fiscal year under review, the Company reported losses onimpairment of the following assets.

Application Type Location

Investment property Buildings, land, etc. Higashinada-+u, Kobe, etc.

The Company grouped investment properties individually and other assets by business unit, which it believed would allow it a reasonable
management of profits and losses. Nevertheless, between the steady decline in land prices and a sluggish rental market, the market value of
certain investment properties has fallen éharply. The Company reduced the book value of those properties to recoverable amounts, and posted
said reduction as a loss on impaiiment of assets (51,144 million yen).

(Losses on impaiment of assets)

l Type Mitions of yen
Buildings ‘ 17,685
Land 33,173
Other - 285
Total ’ : 51,144

Note that the recoverable value of the aforementioned assets is the higher of either the net sale value or the value in use. The net sale value is
the estimated value (calculated according to the Real Estate Appraisal Standard) minus the estimated cost of disposal. The value in use is
calculated discounting estimated future cash flow at 5%-6%.

3. Lease transactions i
(1) Finance leases other than those deemed to transfer ownership
(i} Lease acquisition cost equivalent, accumulated depreciation equivalent & end of period equivalent value

Millons of yen
Acquisition cost Accumulated depreciation
Year to January 31, 2005 equivalent equivalent

Buildings 35,659
Vehicles & transport equipment 55
Machinery & equipment 5,184
1,125

43,024
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Milions of yen
Year to January 31, 2004 Aoquigiﬁon cost Aocumulate.d depreciation At year end
) equivalent equivalent .
Buildings ) 35,327 20,857 14,469
Vehicles& transport equipment 55 14 40
Machinery & equipment - 7,127 5476 1,651
Software 1,857 1,479 478
Total 44,468 27,827 16,640
(i) Outstanding amounts under lease commitments at end of period
' Milions of yen
Year to January 31, 2004
Within one year 6,449
More than one year 11,075
Total 6,4 17,525
(i) Lease payments, depreciation equivalents and interest payment equivalents
Mifons of yen
Year to January 31, 2004
Lease fees 7,960
Depreciation equivalent 7,523
Interest payments equivalent 365

(iv) Methed of calcutating depreciation

Calculated by the straight-ine method over the lease term of the lease asset assuming zero residual value,
{v) Method of calculating interest payments '

Calculated by the interest method, whereby the difference betweeh total lease payment and acquisition cost equivalent is distributed in

" equal instaliments each financial year,

(2) Operating leases

|

Milions of yen
Ouistanding lease commitments: Year to January 31, 2004
Within one year )
More than one year 52
Total 61

4, Marketable §ecurities

Shares of subsidiaries and affiliates where a market price is available

Millons of j/en

Year to January 31, 2004

Balance sheet
amount

Market value Difference

Subsidiaries
Affiliates

3,973

20,076 16,102
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5. Deferred income taxes o
(1) Significant components of deferred tax assets and liabilities

Milions of yen
Year to January 31, 2004
Current portion
Deferred tax assets
Appraisal losses on real estate for sale 38,248
Tax losses carned forward . : 13,175
Amounts in excess of allowed lmit on expenses chargeable to bonus | 5 555
payment reserve ’
Unpaid enterprise tax -
Accrued warranty on completed works 340
~Unpaid sodial premium 713
Other 725
Total deferred tax liabilities 58,758
Long-tenn portion ‘
Amounts in excess of allowed limit on expenses chargeable to allowance 10539
for bad debts , ‘ ’
Amounts in excess of allowed limit on expenses chargeable to retirement | 04 441
allowance reserve . !

- Cumulative losses on impairment of assets -
Special retirement allowance reserve for directors 357
Other 3,005

Subtotal deferred tax assets 38,343
Valuation allowance -

Total deferred tax assets 38,343

Deferred tax liabilities

Net appraisal gains on other marketable securities (5,152

Total defetred tax liabilities (5,152)

Net deferred tax assets - 33,190
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6. Non-consolidated per share information

Year to January 31, 2004
{Feb. 1, 2003 —Jan. 31, 2004}

Shareholder s equity per share  906.85 yen
Net income per share 47.69yen

Fully diluted net income per share  46.02 yen

Miflons of yen, except where noted Year to January 31, 2004
Net income recorded on statements of income 33,580
Amount net attributable to ordinary shareholders 156
Net income atfributable to ordinary shares 33,424
_/;\verage number of shares outstanding during period
{1,000 shares) 700,908
Main components of adjustment to net income used in
calculating dilution inincome per share
Interest expenses 306
[after deduction of tax equivalents]
Adjustment to netincome 306
Main components of increase in ordinary shares used
in calcuating diuton in net income per share
{1,000 shares]
Convertible bonds 32,060
Increase in ordinary shares {1,000 shares] 32,080
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7. Important events occurring after the settlement of the balance sheet

[Exéhange of shares]
Effective February 1, 2005, the company implemented an exchange of shares designed to make Sekiwa Real Estate, Lid., Sekiwa Real
Estate Kansai, Ltd., Sekiwa Rea) Estate Chubu, Ltd., Sekiwa Real Estate Chugoku, Lid., Sekiwa Real Estate Kyushu, Ltd. and Sekiwa Real
Estate Tohoku, Ltd. wholly owned subsidiaries of the company.

With this, the company will allocate 29,284,101 shares of its treasury stock, and treasury stock deciined by 30,448 million yen, retained
earnings decreased by 8,826 and capital reserves have increased by 4,785 million yen.
(1) Aim of management integration through exchange of shares
The six Sekiwa Real Estate companies into wholly owned Group subsidiaries, Sekisui House intends to maintain the regional
characteristics and independence of each oorhpany while at the same time maxirhizing synergies available under a group
structure and growing overall corporate value. ‘
(2) Effective February 1, 2005, we implemented the simplified exchange of shares provided for in Article 358-1 of the Commercial Code.
Sekisui House is now completely the parent company of Sekiwa Real Estate, Lid., Sekiwa Real Estate Kansai, Ltd., Sekiwa Real
Estate Chubu, Ltd., Sekiwa Real Estate Chugoku, Ltd,, Sekiwa Real Estate Kyushu, Lid. and Sekiwa Rea! Estate Tohoku, Ltd.

1. Share exchange ratio

SekisuiHouse (Parent company) 1

Sekiwa Real Estate (Wholly owned subsidiary) _ 1.26
Sekiwa Real Estate Kansai (Wholly owned subsidiary) 0.47
Sekiwa Real Estate Chubu (Wholly owned subsidiary) . 0.63
Sekiwa Real Estate Chugoku (Wholly owned subsidiary) : 0.69
Sekiwa Real Estate Kyushu (Wholly owned subsidiary) 0.61
Sekiwa Real Estate Tohoku (Wholly owned subsidiary} 620

(Note) Allotment of Shares
1.26 ordinary shares of Sekisui House will be allocated for every share of Sekiwa Real Estate; 0.47 ordinary shares for every
share of Sekiwa Real Estate Kansai; 0.63 ordinary shares for every share of Sekiwa Real Estate Chubu; 0.69 ordinary
shares for every share of Sekiwa Real Estate Chugoku; 0.61 ordinary shares for every share of Sekiwa Real Estate Kyushu;
and 620 ordinary shares for every share of Sekiwa Real Estate Tohoku.

2. Number of new Sekisui House shares to be issued with share exchange
Instead of issuing new shares, 29,284,101 treasury shares held by Sekisui House will be assigned. _
No assignment of shares will be made with respect to shares of Sekiwa Real Estate companies held by Sekisui House.

3. Monetary amounts payable for share exchange
There will be no monetary payments for this share exchange.
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[Sekisui House to separate remodeling operations]

Effective February 1, 2005, the Company split off its remodeling operations, passing them to Sekisui House Remodeling, Lid., a wholly
owned subsidiary of the Cermpany.

(1) Purpose of separation
Sekisui House has been expanding its sales bases and increasing personnel as part of measures to strengthen its remodeling
operations. However, in order to promote future expansion and reinforcement of this business area, management believes it is
necessary to take steps such as darify responsibilities, improving speed on decision-making, and developing a personal system
more closely aligned with the business structure.

(2) Schedule
Date of separation February 1, 2005
Registration of separation February 1, 2005
(3) Separation method
Sekisui House will effect a simple corporation separation, and Sekisui House Remodeling will be the company that succeeds
business by separation. ,
(4) Outline of succeeding business
. Sekisui House Remodeling, Ltd.
Business activities ' Operation related to the contract, design and
construction of housing remodeling
Date of establishment September 17, 2004
Head office 1-1-80 Oyodonaka Kita-+ku, Osaka
Representative Tetsuhiro Kamae, President
Paid-n capital 100 million yen
Total outstanding shares 2,000 shares
Fiscal year end January 31

(5) Smtus of assets and liabilties acquired, etc.

Miions of yen . Mifions of yen
(Assets) _ (Liabilities) :
1 Current Asset 3,914 | 1 Current Liabilties 3,170
2 Fixed Asset 210 | 2 Long term Liabilties 4
‘ Total Liakiliies 3,175
_ Balance of net assets 949’
Total Assets 4,124
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SEKISUI HOUSE

News Release

Introduction of Shareholder Special Benefit Program

Osaka, March 1, 2005 - At a board meeting- held today, Sekisui House, Ltd. decided to
introduce a shareholder special benefit program. As part of measures to improve shareholder
satisfaction based on the medium-term management vision of the Sekisui House Group, the
program is aimed at making the Company's shares sufficiently attractive to motivate
shareholders to retain them over longer periods. :

Under the program, the Company's shareholders can accumulate special benefit points
relative to the shareholding period, and can use their point's totals to qualify for proportionate
discounts on transactions with Sekisui House Group companies. The details are as follows:

1. Objective
The objective of this program is to increase the attractiveness of the Company's shares by
awarding its shareholders special benefit points according to the number of shares held
and the shareholding period. Accumulated points can be used to obtain discounts on
transactions with Sekisui House Group companies.

2. Target shareholders _
Shareholders listed or registered in the list of shareholders, etc. as of January 31 (fiscal
year-end) and as of.July 31 (1* half year-end), every year

3. Implementation schedule

Shareholders listed or registered in the list of shareholders, etc. as of January 31, 2005
and thereafter are eligible for the program, and points can be applied from the date on
which they are awarded. '

Points will be awarded on April 30, 2005 to shareholders who were entered or registered in
the list of shareholders, etc. as of January 31, 2005. Those entered or registered as of July
31, 2005 will receive their initial points allocation on September 30, 2005. Subsequently,
points will be awarded every six months based on the same rule. '

4. Conditions for allocation of points
1. Content
Stockholders holding 100 or more shares will receive one point per 100 shares in each
half-year period.
However, a ceiling has been set of 100 points per half-year period for those holding
10,000 or more shares.

2. Validity period
Points become effective as of the date on which they are awarded to the shareholder,
and will remain in effect until the day before the 5" anniversary date of allocation.
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5. How to use points
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If the shareholder makes an application to use hisfher points in advance of the closing of a
contract for the transaction for which the points will be used, and the contract is closed at a
discount price, points used will be deducted from the shareholder’s total accumulated
points. Shareholders can take advantage of this benefit as many times as they wish, as

long as they have sufficient applicable points.

6. Transactions to which special benefit points are applicable
Special benefit points can be used to obtain a discount on a building construction contract
or on any other transaction with the Company, or with any of the companies specified
under corporate bylaws as a member of the Sekisui House Group. However, there are
some restrictions, including limitations on the types of transactions to which points are

applicable, and ceilings on discount rates.

(Terms and conditions for applying points to a building construction contract)

Type of transaction

Maximum
discount

Conversion
per point

Construction of a

new-detached - house or| 5% off the

condominium built of materials shipped from the
Company's factories, including exterior and
demolition work specified in the contract package.
Construction of a new building other than the
Labqve. e.9. RC building_ . e
Remodeling work to the contract value of 500,000
yen or more (including exterior and demolition work,
etc.)
*Orders for remodeling work can only be accepted
on buildings constructed and/or sold by a
member company of the Sekisui House Group.

regular contract
price (excluding
consumption

3% off the
regular contract
price (excluding
consumption
tax)

20,000 yen

(Terms and conditions for applying points to a real estate sales contract)

Type of transaction

Maximum discount

Conversion
per point

Real estate sale contract for a condominium
or built-for-sale house*

3% off the selling price
of the building portion
{excluding
consumption tax)

20,000 yen

*Points are not applicable to any land sale contract.

(Terms and conditions for applying points to a real estate intermediary contract)

Type of transaction Maximum discount C:;Vs;?’_'gn
0,
Commission on a real estate sale or ﬁg e/ﬁn(:gdtir:y
replacement intermediary (or agency) o , 5,000 yen
contract* commission (excluding
consumption tax)

*Points are not applicable to any real estate rental intermediary or agency contract.
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(Terms and conditions for applying points to a building rental contract)

Type of transaction Maximum discount Convergion
per point

Initial rent tor a building rental | Amount equivalent to the first

contract* month's rent 2,000 yen

*In order to utilize his/her points, the shareholder must sign a contract directly with the
company that is leasing the buiiding.

7. Restrictions, etc. on using points
+ Points cannot be used in combination with any other discount programs, and are only
valid if the contract is made under the name of the shareholder.
» Points may not be inherited, transferred, lent or pledged.

For further information, please contact:
Mr. Hidehiro Yamaguchi

Head of Public Relations Department
Sekisui House, Ltd.

Tel: 06-6440-3021 Fax: 06-6440-3331
Email: info-ir@qz.sekisuihouse.co.jp



